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millions, except per share data 

1983 

1982 

1981 

Revenues 

$35,883 

$30,020 

$27,357 

Net income 

1,342 

861 

650 

Dividends 

537 

476 

429 

Per share 

Net income 

3.80 

2.46 

2.06 

Dividends 

1.52 

1.36 

1.36 

Investments 

15,434 

13,497 

12,229 

Total assets 

46,176 

36,541 

34,406 

Shareholders’ equity 

9,787 

8,812 

8,269 



Revenues 

(in billions of dollars) 


Net income 

{in millions of dollars) 



40 1500 
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Chairman’s Message to Shareholders 


Sears, Roebuck and Co.’s achievement of 
record high income in 1983 reflects favorably 
on growth strategies designed to enhance the 
combined strengths of the Sears family of 
companies. 

Since 1981, management has 
endeavored to maximize your investment in 
Sears by restructuring and redirecting the 
company in order to serve better and more 
completely a broader range of consumer 
needs. The business strategy of the new 
Sears consists of three basic elements: 

•To extend our leadership in the merchan¬ 
dising industry; 

• To obtain the same degree of leadership 
in the financial services industry; 

• To become a major factor in global trade. 

Clearly, merchandising has been, 
is, and will be for the foreseeable future, the 
cornerstone business of Sears, Roebuck and 
Co. The historical strength of Sears—its 
position as America’s largest merchandiser— 
will be just as important to the future ofSears 
as it has been to its past. 

We are dedicated to extending our 
leadership in the merchandising industry, and 
are pleased that the efforts made in the past 
three years to position Sears merchandising 
for long-term growth have borne results. The 
strong turnaround performance of the 
Merchandise Group in 1982 and 1983 
indicates this segment is making considerable 
progress toward reaching a key strategic goal. 

Our expansion into financial 
services has grown from and will rely 
upon three critical strengths that Sears 
merchandising has built over the years: a 
strong reputation for product quality and 
value; the trust and loyalty of a customer 
base of some 36 million households, or 
approximately one of every two homes 
in America, and the underlying marketing 
ability that has enabled Sears to anticipate 
and meet the needs of its customers. 

We firmly believe that the 
fundamental economic changes which have 
occurred in our society over the past decade 
require a unified approach to serve the 
financial needs of our customers. As 
consumers have been encouraged to save a 


greater portion of their incomes, as planning 
and saving for retirement have become more 
defined needs, and as investment vehicles 
have grown in variety and availability, Sears 
has concentrated on developing an integrated 
system to meet consumers’ changing invest¬ 
ment needs. This has been accomplished 
through the creation of the Sears Financial 
Network—a unique combination of our All¬ 
state Insurance, Coldwell Banker Real Estate 
and Dean Witter Financial Services busi¬ 
nesses, along with Sears Savings Bank in 
California. 

It is a key strategy at Sears to 
become as important a factor in financial ser¬ 
vices as we are in consumer sales. Sears Fi¬ 
nancial Network centers have made signifi¬ 
cant strides in helping us to meet that goal. 

The third element of the new Sears 
business strategy is being accomplished by 
Sears World Trade, Inc. Established early in 
1982, this enterprise is one more step in our 
evolutionary plan to build upon the existing 
strengths of Sears, Roebuck and Co., while 
carefully seeking new and bolder marketing 
opportunities. We have the economic 
strength and the resolve to make the Sears 
family of companies a truly significant global 
trading company. Sears World Trade is well 
on its way to reaching that goal. 

Financial Results 

For 1983, Sears, Roebuck and Co. reported 
record net income of $1.34 billion or $3.80 
per share, up 56 per cent from $861.2 million 
or $2.46 per share in 1982. The previous 
income record was $909 million in 1978. 
Total operating revenues in 1983 were $35.88 
billion, an increase of 19 per cent from the 
$30.02 billion recorded in 1982. Revenues of 
Simpsons-Sears in Canada were included 
for the first time in 1983, following the 
acquisition of a majority interest in the 
former Sears affiliate last July. Simpsons- 
Sears 1983 revenues totaled $2.84 billion. 

Sears Merchandise Group 

Dramatically improved revenues, improved 
gross margins and continued tight expense 
controls were a highlight of 1983 Merchandise 
Group operations. In line with the strategy to 



expand the Group’s preeminent position in 
the merchandising industry,. Sears announced 
plans to spend $ 1.7 billion from 1984 through 
1988 to refurbish stores in the new “Store of 
the Future” concept. The store of the future 
program brings together strong, distinctive 
product lines in a way that creates an 
environment that is both more attractive to 
the consumer and more efficient for the 
store’s operations. More than 600 stores will 
be renovated and 62 stores will be built 
during the five-year period. 

Allstate Insurance Group 

Competitive pricing and improved market 
share resulted in record income for the Group 
in 1983. This record was achieved despite the 
effects of Hurricane Alicia and severe winter 
weather. During the year, a major reorganiza¬ 
tion was undertaken to better coordinate 
operations and focus on strategic marketing 
and consumer service. 

Coldweli Banker Real Estate Group 

Significant expansion of both residential and 
commercial offices, as well as improved real 
estate markets, enabled the Coldweli Banker 
Group to exceed plan this year. The sale of 
major commercial properties aided group 
results. 

Dean Witter Financial Services Group 

1983 results were bolstered by a strong stock 
market and contributions from consumer 
banking activities. As investment markets 
continue to grow, plans are underway to 
increase the number of Dean Witter account 
executives over the next five years. 



Sears, Roebuck and Co. corporate senior management 
(from, left): Richard M. Jones, vice chairman and chief 
financial officer; Archie R. Boe, president,* and Edward 
R. Telling, chairman and chief executive officer. 


Sears World Trade, Inc. 

For its first full year, Sears World Trade 
reported a loss, reflecting start-up costs for 
establishing a new world trading company. 
This fast developing enterprise has made a 
timely entrance into world commerce. 
International markets have long needed a 
premier, U.S. based full-service organization 
with the capabilities to facilitate the exchange 
of goods and services throughout the world. 
This is the goal of Sears World Trade. 


* Retired. February 1984 
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The chairmen and chief executive officers of the 
company's businesses (from left): Donald F. Craib, Jr., 
Allstate Insurance Group; Roderick M. Hills, Sears 
World Trade, Inc.; Robert M. Gardiner, Dean Witter 
Financial Services Group; Edward A. Brennan, Sears 
Merchandise Group, and C. Wesley Poulson, Coldwell 

Banker Real Estate Group. 


Financing Strategy 

Keeping pace with the company’s new 
business plans has been the development of a 
financing strategy designed to achieve and 
maintain an optimum capital structure. Key 
to the strategy is the effective insulation of 
the company to costly surges in the level of 
short-term interest rates, primarily through 
increasing the proportion of fixed rate, 
long-term debt. 

Since adoption of the strategy in 
1981, the proportion of fixed rate debt has 
increased from about 30 per cent to 43.5 per 
cent at year end 1983. In early 1984, prior to 
the recent surge in interest rates, this was in¬ 
creased to our primary objective of approx¬ 
imately half of the company’s total debt. As a 
result, our capital structure is much less sen¬ 
sitive to interest rate fluctuations, and earn¬ 
ings, therefore, are less subject to erosion 
from rising rates. 

Outlook 

As the economy continues to grow, Sears, 
Roebuck and Co. looks forward to 1984 with 
confidence. With inflation at a low level, 
employment rising and unemployment 
declining faster than expected, consumers are 
in an excellent position to both buy more and 
save more. The new Sears, Roebuck and Co. 
is ready and well positioned to serve the 
merchandise and financial service needs of 
the consumer. 


/: 




Edward R. Telling 

Chairman of the Board, President 

and Chief Executive Officer 



March 20, 1984 
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‘The historical strength of 
Sears—its position as America’s 
largest merchandiser—will be just 
as important to the future of Sears. 
We are dedicated to extending our 
leadership in the merchandising 
industry. ” 


At a time when trends in the marketplace challenge mer¬ 
chants to explore new paths for growth. Sears has emerged 
from three years of intense effort and experimentation with 
renewed confidence in its identity and direction. Mindful 
of the company's heritage as America's leading retailer and 
determined to maintain that edge. Sears store of the future 
represents the best response to an ever-changing competi¬ 
tive environment. With the new concept. Sears has created 
a true department store, offering a broad array of merchan¬ 
dise. hardlines and sofflines alike, to meet consumers' 
expectations. More importantly. Sears store of the future is 
the one place where American families can find everything 
they want and need from an institution they know they 
can trust. 


Sears Merchandise Group 


In 1983 Sears Merchandise Group demon¬ 
strated that a retailer can generate dramatic 
short-term results without sacrificing the po¬ 
tential for real long-term gains. By adhering 
to a merchandising direction that seeks to 
broaden and increase the sale of goods and 
services to the 36 million American house¬ 
holds who regularly—but selectively— 
shop its stores and catalogs, the Group report¬ 
ed record earnings for the second consecutive 
year on an increase in net revenues in line 
with the rate of industry growth. 

Sparked by an overall resurgence 
in consumer confidence, improvement in 
merchandising operations reached new 
heights. An excellent sales increase, combined 
with tight expense control and strengthened 
gross margins, enhanced a merchandising 
strategy aimed at balancing Sears market 
power in hardlines with increasing softlines 
opportunities. 

Strong credit operating results also 
contributed to overall Merchandise Group 
performance. Building on last year’s initia¬ 
tives, the number of active accounts was in¬ 
creased by approximately 900,000. Higher 
revenues, disciplined expense control and 
lower interest rates were largely responsible 
for credit’s accelerating momentum. 

As for Mexico and Canadian 
affiliate Si m psons-Sears, adoption of new mer¬ 
chandising and operating procedures helped 
offset losses triggered by difficult economic 
environments. Continued close ties between 
domestic merchandising operations and these 
units should enable the Group to better serve 
its customers throughout North America. 



Merchandise lines previously scattered throughout four 
different departments are brought together in the Sears 
store of the future to create a warmer, more visually 
appealing homewares statement. 


Sears Store of the Future 

But 1983 was more than a year of impressive 
short-term performance. The Merchandise 
Group also made considerable strides 
towards extending its leadership position. 

The opening of Sears first store of 
the future—at King of Prussia, Pa.—signaled 
the beginning of a new era of merchandising 
excellence. Hailed as “a milestone in retail¬ 
ing” by customers and industry observers 
alike, the store of the future is the product of 
thousands of hours of analysis, reflection and 
experimentation. 
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High impact graphics immediately draw customers to 
the heart of America's headquarters for batteries of all 
types and sizes. Self selection is further enhanced by 
merchandising a full assortment of accessories nearby. 


Building on traditional strengths— 
and logical departmental adjacencies—Sears 
now presents a collection of powerful, distinc¬ 
tive lines, grouped in a way that makes a 
dominant statement within the framework of 
the total store. The message to the market¬ 
place is clear and consistent: Sears intends to 
stand for something in every line it carries. 

To that end, in 1984 the Merchan¬ 
dise Group will launch the first phase of a 
record five-year $ 1.7-billion capital invest¬ 
ment program aimed at expanding the new 
store of the future concept nationwide. This 
effort calls for the remodeling of more than 
600 stores and construction of 62 stores, 
reflecting the competitive importance of 
modernizing existing facilities to generate fu¬ 
ture revenue and earnings growth. 

At year end there were 12 stores 
of the future—seven newly built and five 
remodeled. During 1984, 85 stores will 
be remodeled into the new configuration. 

In addition, Sears will open 14 stores— 
three in new markets, 10 relocations and one 
enlargement. 

However, the true significance of 
this historic effort transcends mere bricks'and 
mortar. While state-of-the-art fixturing and 
more appealing~decor are important elements, 
the key principle is a remerchandising of 
nearly 730 product lines into a shopping en¬ 
vironment thaus as attractive and inviting as 
it is logical and disciplined. 

More importantly, it is an environ¬ 
ment totally responsive to the pulse of the 
market: broad enough to accommodate the 
wide range in tastes and values Sears cus¬ 
tomers expect, yet specialized enough to ap¬ 
peal to changing preferences and lifestyles. 
The success of this approach will center upon 
continued progress in three strategic areas: 
buying and merchandising, customer service 
and communications. 


The Right Product 

Shirts that fit.. . lawnmowers that start . .. 
batteries that last. For nearly a century this 
has been the hallmark of a company that 
values product quality and customer satisfac¬ 
tion above all else. But Sears recognizes that 
product excellence cannot be pursued in a 



























vacuum. For a product to have true quality, it 
must be an item customers want to buy—not 
just something a retailer wants to sell. 

Sears store of the future assures 
that the buyer’s influence is now more consis¬ 
tently focused and effective than ever before. 
Today, line structure, assortment, presenta¬ 
tion, packaging and distribution refect 
greater sensitivity to the needs of the market¬ 
place as well as Sears determination to con¬ 
sistently meet—if not exceed—customer 
expectations. 

The dramatic new statements in 
electronics, homewares, and lawn and garden 
are but three examples of how the adoption of 
a totally customer-oriented approach to 
merchandising helps create a shopping envi¬ 
ronment that immediately telegraphs new ex¬ 
citement and appeal. By consistently applying 
these principles to every Sears store, the Mer¬ 
chandise Group plans to establish a leader¬ 
ship position across all lines of goods. 

Service and Savings 

Improved customer service is a lso an integral 
part of the Sears store of the future. By incor¬ 
porating new tccTFnoTogy irffoTFI operations, 
the Merchandise Group is fulfilling its pledge 
to provide a perceptibly higher level of cus¬ 
tomer service in both retail and catalog. 

Central to this achievement is the 
continued installation of the price look-up 
system which speeds customer transactions at 
point of safe. TodayTTHTsysternTTbeing used 
Tn some 479 stores, and plans call for an addi¬ 
tional 225 stores to be converted this year, q 
Taken together these stores represent 98 per- : 
cent of Sears retail volume. 

Other improvements include the 
redesign of central aisle cashier locations, 
express package pickup at dock areas and 
mechanized credit approval—all directed at 
cutting the average transaction time in half— 
from three minutes to 90 seconds. 



CRAFTSMAN 


HAND SAWS 


HACK SAWS 


Logical product groupings, combined with customer- 
oriented presentation, showcase the recognized market 
power of the Craftsman name. 


Projecting the Personality 

To fuel the momentum of the store of the 
future, Sears advertising has taken on an add¬ 
ed dimension. Beyond reinforcing a well- 
known reputation for value and savings, it 
has become the focal point for an entire com- 
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Sears 



M2 


electronic show place 


munications effort that consistently projects 
the image of an exciting—and refreshing— 
Sears shopping experience. 

A new storewide advertising 
theme, “There’s more for your life at Sears,” 
is proving extremely effective in carrying out 
this mandate. Merchandise presentation, 

signs, general and specialty cat- 
as well as broadcast and print advertis- 
mirror this new singleness of purpose. 


Specialty Retailing 

In 1984, Sears will expand its successful chain 
of Business Systems Centers to 100 stores, 
with the opening of 50 more units. Another 
40 stores will be added in 1985. Most will be 
located in larger metropolitan areas and some 
will even be combined with existing Sears re¬ 
tail stores, depending upon space and market 
demographics. Increased national advertising 
supports this stepped up expansion schedule. 

In Spring 1983 the Merchandise 
Group began testing a second specialty ven¬ 
ture, a Sears Paint and Hardware store, 
designed for high-visibility neighborhood 
convenience center locations. Five stores are 
included in the test program. 


Soft-tech is the theme for Sears new electronics 
department. In addition to computers and software, 
major segments are video—including this new, 
dominant “wall of eyes" presentation — audio, 
photography and communications. 


Outlook 

The Merchandise Group welcomes the future 
with confidence. In recent years Sears retail¬ 
ing business has displayed a renewed ability 
to take advantage of whatever opportunities 
the economy and competitive environment 
may bring. 

Sears strength remains that core of 
36 million American families who actively 
shop its stores and catalogs. Experience shows 
that when the direction is right, they respond. 
Favorable customer reaction to the store of 
the future indicates that Sears direction will 
be right for decades to come. 
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“It is a key business strategy at 
Sears to become as important a 
factor in financial services as we 
are in consumer sales. ” 


Ever since credit was first extended to its customers in 
1911, Sears has endeavored to anticipate and fulfill certain 
basic consumer financial needs. Now. with economic 
conditions in America undergoing significant change and 
redirection, it is important that Sears offer a broad array of 
essential and integrated financial services to its customers 
in a convenient, cohesive manner. To this end. Sears is 
now able to provide the collective resources of Allstate, 
Coldwell Banker and Dean Witter—trusted leaders in 
insurance, real estate and securities brokerage. These are 
the mainstays of the Sears Financial Network. 




Consumer Financial Services 


The emergence of Sears, Roebuck and Co. as 
a major provider of consumer financial ser¬ 
vices began in 1981 with the acquisitions of 
Coldwell, Banker & Company, the largest real 
estate broker in the United States, and Dean 
Witter Reynolds Organization Inc., one of the 
nation’s leading securities brokerage firms. 

Anticipating Consumer Need 

The expansion into consumer financial ser¬ 
vices represented another evolutionary step 
in Sears strategy of anticipating the needs of 
the consumer and developing innovative, 
competitively priced products and services to 
meet those needs. 

The decision to enter the con¬ 
sumer financial services market was based in 
part on Sears recognition that American 
society was changing. Consumers were 
developing new values, new priorities, new 
lifestyles, new technologies and new needs. 

As a result of these changes—and 
as a result of being buffeted by years of rapid¬ 
ly rising costs and inflationary expecta¬ 
tions—the majority of Sears customers were 
seeking ways to secure their financial futures. 
Investments and financial planning could no 
longer be the exclusive domain of the very 
affluent. Moderate income households also 
wanted—and deserved—a chance for stable 
economic growth. 

Sears Financial Network 

Driven by the needs of the consumer and the 
marketplace, Sears began to develop an inte¬ 
grated financial services business. Through 
Allstate insurance. Dean Witter financial 
services, Coldwell Banker residential and 
commercial real estate brokerage and Sears 
Savings Bank in California, the company has 
developed a new, multi-product distribution 
system called the Sears Financial Network. 
This network is directed specifically at the 36 
million American families that regularly shop 
at Sears. 

The Sears Financial Network oper¬ 
ates on two levels—one traditional and one 
more innovative. Allstate, Dean Witter, Cold- 
well Banker and Sears Savings Bank in 
California continue to do business in their 
traditional offices—totalling more than 3,000 
nationwide. 



Recognizing that consumers need help in planning their 
financial futures, Sears has brought together leaders in 
their respective fields—Allstate insurance, Dean Witter 
financial services, Coldwell Banker real estate, and, in 
California, Sears Savings Bank. Sears has marked a 
new direction in financial services by unifying these 
separate, but related strengths in a central location—the 
Sears Financial Network center. 
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National public opinion surveys indicate a high level of 
consumer confidence in the efforts of Sears to combine 
insurance, real estate, brokerage, deposit taking and 

lending services. 


The second level comprises finan¬ 
cial centers within Sears stores. These centers 
represent a new channel of distribution for 
the member companies. 

Through central locations within 
the store, the Network capitalizes on Sears 
vast distribution system, drawing upon the 
collective professional skills of all four busi¬ 
ness units to provide customers with high 
quality, competitively priced products and 
services that meet their needs. 

Eight centers were opened in 1982 
in six test markets, and based on the success 
of those centers, 125 more were opened dur¬ 
ing 1983. 

The centers have met the com¬ 
pany’s financial expectations; consumer reac¬ 
tion has been equally positive. 

In national public opinion surveys, 
more than 80 per cent of the respondents indi¬ 
cated that Sears had done an excellent job of 
bringing insurance, real estate, brokerage, 
deposit taking and lending services together. 
In addition, an equal percentage of people 
who have conducted business at the centers 
say they will do so again. 

The Sears Financial Network is 
meeting the needs of today’s consumers— 
offering families across the country access to 
financial services previously reserved for the 
more affluent. Equally important, Sears major 
presence in the financial services industry es¬ 
tablishes an entirely new avenue of growth. 
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Allstate Insurance Group 


For the Allstate Group, 1983 was a year dedi¬ 
cated to building on strength. The Group set 
an all-time record for net profit. New 
products were successfully introduced in 
several markets. Advertising was increased, a 
direct marketing center was established, and 
new technology helped increase operating 
efficiency. The company also took steps to 
improve its competitive pricing position, and 
to increase its market share in almost every 
product category. 

At the same time, Allstate an¬ 
nounced a major reorganization designed to 
streamline operations, emphasize the com¬ 
pany’s commitment to marketing and cus¬ 
tomer service, and to improve its leadership 
position in the increasingly competitive in¬ 
surance environment. 

The Year in Review 

Allstate had a very successful year, both in 
growth and profit. In revenues, the Allstate 
Group grew to become a $8.1 billion group of 
insurance companies, employing more than 
41,000 employees. 

The Allstate Group offers 
products in almost all insurance categories. 
Auto insurance accounts for approximately 
69 percent and residential insurance accounts 
for 20 per cent of property-liability insurance 
premiums. 

Allstate’s other insurance opera¬ 
tions are conducted by the Allstate Life Insur¬ 
ance Company, the Allstate and Northbrook 
groups of commercial insurance companies, 
the Allstate Reinsurance division, and a 
group of international insurance affiliates. 

Though Allstate utilizes various 
systems of distribution, the nucleus of the 
company’s sales force remains its employee 
agents who sell Allstate products and service 
their customers in Sears stores or through 
neighborhood offices. 

During 1983, those agents were 
able to capitalize on a number of product 
developments and enhancements. In June, 
for example, Allstate Life began selling 
Universal Life insurance, and this important 
product has already yielded impressive first- 
year sales, 

Allstate’s group insurance division 



To serve Allstate’s millions of policyholders, 
neighborhood sales offices like this one in Libertyville, 
III., have been opened across the country. There are now 
more than 3,200 Allstate sales locations, in Sears stores 
and in local offices. 
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offered a new Value Plan providing improved 
deductible and supplemental-accident ben¬ 
efits. This new plan was designed to enhance 
the company’s already solid portfolio of ben¬ 
efit plans and sharpened Allstate’s competi¬ 
tive edge in the small group marketplace. 
Also new in 1983 were 14 enhancements to 
the homeowners policy, a new landlord pack¬ 
age policy and an expanded auto insurance 
program which provided agents with oppor¬ 
tunities to reach new markets. 

Each of the Allstate units has de¬ 
veloped 1984 plans focusing on expanding ac¬ 
tivity in the company’s major markets: 




Use of computer technology, developed by the Allstate 
Research and Planning Center in Menlo Park, Calif, 
provides information which will help Allstate reach its 
growth objectives. The center, a unique operation in the 
insurance industry, was established in 1966. 


Property/Liability 

-Primary objectives for the property and 
liability areas of Allstate are to continue the 
momentum in overall growth performance, to 
maintain the proper balance between growth 
and profitability, and to control losses and ex¬ 
penses. 

In 1984, the company expects 
improved economic conditions, plus the mar¬ 
keting expertise it has developed, to result in 
significant gains. The hiring of additional 
agents will be emphasized. 

The second priority, maintaining 
the balance between growth and profitability, 
will emphasize growth markets, improved 
pricing, and new product innovations. 

The property/liability unit’s third 
objective is improved operating efficiency, a 
prime factor in the company’s long-term 
ability to price and market its products com¬ 
petitively. 

In 1984, emphasis will continue on 
sales ofautomobile insurance policies in prof¬ 
itable markets. Advertising mailings, with a 
proven success record, will be used to 
stimulate market activity in this extremely 
important area. 

In the sale of homeowners insur¬ 
ance, the company will continue to take ad¬ 
vantage of improved home sales and new 
housing starts. A new broader form 
homeowners policy will be introduced in 
mid-1984. An improved renters policy has 
been made available during the first quarter 
of the year. 
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Life Insurance 

Allstate Life expects to record another year of 
increased sales, based on product develop¬ 
ments undertaken in 1983. In February, a 
new price reduction on personal life policies 
was made available to complement several 
other discounts. The new price discount 
recognizes that good health makes customers 
better life insurance-rfsks—fFpresent trends 
continue, the Universal Life product, tja- 
troducedin 1^83, will continue to result in in¬ 
creased sales. Preliminary results indicate a 
higher average premium than for other life in¬ 
surance products sold currently. 

As in the past, Allstate will empha¬ 
size its best market—the large traditional base 
of loyal Sears and Allstate customers whose 
insurance needs change as their families grow. 

Commercial 

Allstate’s commercial insurance-division ex¬ 
pects to improve its market-strare^hrdugh the 
sale of a new product, tKe Customize^ This 
highly successful new proatret-features a flexi¬ 
ble insurance program aimed at the small- 
and medium-sized comm ere iaptirflU 

Since its early 1983 introduction, 
sales of this innovative product have been ex¬ 
cellent, and in 1984 it will continue to be a 
highly competitive commercial product. 
Northbrook Property and Casualty Com¬ 
pany’s broker program will continue to work 
with larger commercial accounts. 

In other areas, Allstate’s commer¬ 
cial product portfolio will be modified in 
1984 to enable the company to achieve max¬ 
imum growth in this important and highly 
competitive area of business insurance. 



One of the most advanced auto research facilities in the 
nation, Allstate’s Tech-Cor, Inc., is providing valuable 
damageability and repairability data to US. andforeign 
auto manufacturers through use of tools like this auto¬ 
impact simulator. 


Advertising 

For 1984, Allstate has committed itself to the 
most aggressive advertising campaign in its 
history. Allstate participated as a sponsor of 
the 1984 Winter Olympics, and will par¬ 
ticipate as a sponsor of the Summer Olympics 
in Los Angeles as well. 

The company’s 1984 advertising 
thrust will tie in with the Olympic spirit and 
emphasize the nation’s heightened awareness 
of physical fitness. The campaign, called 
“Shape Up and Save,” will link Allstate’s 
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/instate 



America's fastest-growing consumer group is the 55-and- 
over market. Allstate offers discounts on auto and 
homeowners policies to retired policyholders 55 and 
over, and to retired 55-and-over Allstate Motor Club 

members. 


primary lines of auto, homeowners and life 
insurance. 

Looking Ahead 

Competition for a more slowly growing cus¬ 
tomer base has forced all insurance compan¬ 
ies to examine their organization and their 
markets. Management actions at Allstate im¬ 
plemented during 1983 have placed the com¬ 
pany in a position to meet the competitive 
challenges of the future. 

The blueprint calls for streamlin¬ 
ing the Allstate Group and providing for 
clear-cut lines of communication, decision¬ 
making and action. Allstate’s 22 regional 
offices will assume even greater responsibility 
for servicing customers and for planning and 
achieving sales and profit objectives. Region¬ 
al management will concentrate its efforts on 
the identification of top-quality market areas 
and develop strategies and programs to 
achieve maximum growth. 

The company feels that its efforts 
during 1984 will be aided by continued econ¬ 
omic recovery in key areas of automobile and 
home sales. New products, especially in 
homeowners and life insurance, will also 
present opportunities for increased market 
penetration. 

In addition, Allstate will continue 
to take advantage of the opportunities made 
possible through the Sears Financial 
Network, and to offer new products for use by 
other members of the Sears family of com¬ 
panies. A new variable annuity product, for 
example, will be offered by Allstate’s North¬ 
brook Life Insurance Co. through Dean Wit¬ 
ter Reynolds in a cooperative approach to 
meeting customer needs. 

Overall, Allstate during 1983 
focused on revitalizing the company’s spirit 
of innovation and entrepreneurship, while 
maintaining its outstanding bottom-line per¬ 
formance. These factors should help enhance 
the company’s leadership position in 1984, 
and well into the future. 
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Coldwell Banker Real Estate Group 


The improving economy during 1983 enabled 
the Coldwell Banker Real Estate Group to 
continue aggressive expansion of its residen¬ 
tial, commercial and development businesses. 
Geographical areas served were increased, 
market share was improved, and the Group’s 
position as the nation’s preeminent full- 
service real estate network was enhanced. 

Residential 

The number of Coldwell Banker’s residential 
brokerage offices increased i 08 per cent to 
861. Eight additional residential brokerage 
firms were acquired in major markets with 88 
offices, 17 new company-owned offices were 
opened and 28 were closed in existing met¬ 
ropolitan markets. Also, 107 additional 
offices were opened in Sears Financial 
Network centers in Sears stores, and 264 
select residential affiliate offices were fran¬ 
chised in small- to medium-sized 
communities. 

The Residential group anticipates 
adding some 500 brokerage offices in 1984 
through franchising as well as acquisition, in¬ 
ternal expansion, and growth of the Sears Fi¬ 
nancial Network centers, bringing the total to 
over 1,300. The goal is 2,500 offices by 1987. 

The Residential group participat¬ 
ed in more than 103,000 residential transac¬ 
tions in 1983, including affiliate operations, 
and increased its national home resale market 
share from 2.0 per cent to 3.8 per cent. 

In June, the Sears Home Buyer’s 
Savings Program was introduced in selected 
areas for those who buy their homes through 
Coldwell Banker. The program enables home 
buyers to save 10 to 25 per cent on most fur¬ 
nishing items and services at Sears retail 
stores—an excellent example of how the Sears 
family of companies can work together to 
benefit the consumer. This program will be 
expanded, and other innovative services in¬ 
troduced in 1984. 



Phase one of Xerox Centre , a multimillion-dollar office 
complex, was completed in 1983 at Las Colinas, which 
is located at Irving, Texas. This project is a joint venture 
of Homart Development Co. and the Xerox Realty 
Corporation. Leasing is by the Coldwell Banker 
Commercial group. 


Commercial 

Coldwell Banker Commercial group added 
nine brokerage offices in 1983, for a total of 
73 in the U.S. and Canada. Eight new offices 
are planned for 1984, with a total of 115 ex¬ 
pected by 1987. The Commercial group now 


19 






coLoiueu. 

BANK6RQ 



serves virtually all major U.S. metropolitan 
areas. Plans are to gain a stronger presence in 
some markets already served and to open in 
selected smaller growth markets. 

Commercial brokerage highlights 
of 1983 were the sale, in a single transaction, 
of a group of apartment buildings in Phoenix 
for approximately $160 million and the sale 
of the Ticor office building in Los Angeles for 
$62 million. 

The total number of commercial 
service offices at year end was 75, 
the addition of six new offices. 

Coldwell Banker Commercial 
group also manages a series of real estate in¬ 
vestment funds on behalf of institutional in¬ 
vestors, with current assets of approximately 
$670 million. The highlight of fund man¬ 
agement activities in 1983 was the sale of all 
the assets, as scheduled, of the company’s ini¬ 
tial fu n d ,started4n-l-9-7T.-ArTrew -offe ring, 
^Coldwell Banker Institutional Fund Vlli) will 
be made in 1984. 


Coldwell Banker residential sales offices, located in 
communities around the country, are helping people find 
homes that make them say with satisfaction, “That ’s 
us!” The Residential group was involved in more than 
103,000 transactions in 1983, and increased its share of 
the national residential resale market. Shown above is 
the Coldwell Banker residential sales office in Wheaton, 
III., located in the original home of Warren Wheaton, 
one of the founders of the 125-year-old community. 


Development 

Homart Development Co.—one of the 
Group’s three operating units—expanded its 
office building, multi-use and shopping center 
development programs considerably. 

Two office buildings were com¬ 
pleted, and work was begun on an office 
building complex west of Chicago and on 
two multi-use developments in Texas. 
Homart also formed a joint venture to buy 
and develop a 117-acre multi-use project near 
Washington, D. C.; opened a joint venture 
shopping center in Georgia; began construc¬ 
tion of three more regional centers, and pur¬ 
chased a regional center in California with 
expansion potential. 

Outlook 

Economic conditions favor a continuing 
healthy home-buying market and an improv¬ 
ing commercial real estate market in 1984. 

The Group’s strategic focus will re¬ 
main on expansion of service locations, and 
on integration of products and services as a 
means of lowering costs to the consumer and 
raising profits. 
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Dean Witter Financial Services Group 


Bolstered by generally favorable trends in in¬ 
terest rates, trading volume and securities 
prices, Dean Witter Financial Services Group 
set record highs in most categories in 1983. 

The delivery of financial services 
has been enhanced by the expansion of the 
Sears Financial Network to 133 locations as 
of year-end 1983. The Dean Witter experi¬ 
ence in these Sears Financial Network 
centers has been uniformly excellent in rela¬ 
tion to client financial profile, new account 
openings and order size. The staff and ser¬ 
vices available in the centers are comparable 
to those of the 355 previously established 
brokerage offices. 

A growing number of innovative 
savings-oriented products now carry' the 
Sears/Dean Witter names in tandem, facili¬ 
tating their recognition and acceptance. These 
products currently include CD’s, unit trusts, 
money funds and IRAs. 

One of the products, the Active 
Assets Account, has been widely accepted and 
has experienced rapid growth. There are cur¬ 
rently more than 125,000 of these asset man¬ 
agement accounts, placing Dean Witter in a 
strong number two position in the industry. 
Each account is insured for up to $25 million. 

Strengthening Banking Services 

By combining the direct selling and marketing 
strengths of Dean Witter with the banking 
services of Sears Savings Bank (formerly All¬ 
state Savings and Loan Assn.), Allstate Enter¬ 
prises Mortgage Corp. (mortgage banking), 
and consumer finance services of Allstate 
Enterprises, Inc., the potential for new 
products and profitability is substantial. 

Near the end of 1983, a program 
called Scars Homeowner Resource was in¬ 
troduced to permit clients to borrow funds 
with flexibility and convenience, based on the 
equity appreciation in the value of their 
homes. 

Sears Savings Bank achieved pro¬ 
fitability in 1983, buoyed by an improved 
borrowing climate. Increased housing starts, 
along with reduced interest and inflation 
rales, helped mortgage lending at Sears 
Savings Bank to reach a record of more than 
$1.2 billion. Flows into savings deposits were 



Dean Witter executives review current money market 
data. With rapidly changing federal monetary and fiscal 
policies , shifting economic conditions and inflationary 
pressures, Dean Witter relies upon its sophisticated 
research capabilities in order to provide a steady stream 
of information and opinion to advise fixed-income 
traders and investors. 
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Dean Witter sponsors an extensive training program to 
prepare new brokers for the increasingly complex world 
of financial services. Programs extend four months, 
with training divided between classroom and on-the-job 
experience. National Sales Training graduated 1,565 
new account executives in 1983 from major training 
centers in New York and San Francisco, pictured here, as 
well as 12 other locations throughout the United States. 


equally high. Allstate Enterprises, Inc. also 
registered a meaningful gain in net income in 
1983, and initiated an auto loan program 
through Sears Savings Bank. 

The Consumer Banking Division 
is moving to become one of America’s lead¬ 
ing consumer-oriented providers of savings 
and transactions accounts, and intends to be 
among the major lenders in consumer install¬ 
ment and mortgage loans. 

Growth Through Resource Management 

A five-year plan is now in place, aimed at 
bringing Dean Witter to the forefront of the 
financial services industry and challenging for 
a top position in every area of involvement. 

For example, recruiters, trainees 
and training facilities are now combining to 
increase the professional sales force to more 
than 11,000 account executives by 1988, from 
less than 6,000 today. 

Dean Witter believes that expan¬ 
sion of the sales force via internal growth is 
preferable to acquisition. Dean Witter’s rigor¬ 
ous standards of training and professional 
advancement programs continue to focus on 
excellence and productivity in the sales force. 

Pursuing the Non-Retail Market 

The Capital Markets Division is emphasizing 
its capabilities in trading, underwriting and 
distribution, public finance, mortgage and 
real estate originations here and abroad. The 
ultimate objective is to expand Dean Winer’s 
presence in all facets of underwriting, sales, 
trading and research for both fixed-income 
and equity products. 

Outlook 

Dean Witter Financial Services Group is 
convinced that its growth within the Sears 
consumer financial services network is as¬ 
sured. The new advertising slogan: “Dean 
Witter: Worth Asking About” underscores 
this. Development and expansion of the 
Group’s resources, broadening of product 
lines and services, and the benefits that are 
expected to flow from the evolving regulatory 
environment point toward a bright future. 
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“We have the economic strength 
and the resolve to make the Sears 
family of companies a truly 
significant global trading company. 
Sears World Trade is well on its 
way to reaching that goal. ” 



Success in today's trading environment will depend on the 

ability to provide trade services designed to deal directly 

with the new realities of world trade, which require: 

• Financial engineering skills to construct highly 
innovative financial arrangements, and the financial 
capacity to implement those arrangements. 

• Technical expertise to analyze and solve trade 
problems and consistently add value to a wide range 
of goods and commodities. 

• A respected global presence that can deal with the 
unanticipated problems of government. 

• An entrepreneurial flexibility. 

Sears World Trade was created to meet these needs. 





Sears World Trade, Inc. 


At the end of 1983, its first full year of opera¬ 
tion, Sears World Trade, Inc. (SWT) em¬ 
ployed about 1,000 individuals in 15 
countries. The company has assembled a 
management team from both the overseas 
network of the Sears family of companies, 
and from business, banking, and trading 
groups throughout the world. 

With headquarters in Washing¬ 
ton, D.C. and 40 offices around the world, 
SWT developed a general trading group 
to focus on consumer goods, agri¬ 
business, health and technology; a technical 
services group to offer specialized services in 
trade and market research, and consulting; 
and a financial services group to provide 
innovative services in trade finance, cus¬ 
tomized financial programs and project 
finance. 

SWT has formed Sears First 
Chicago Trading Company, a joint venture 
with the First National Bank of Chicago. Ad¬ 
ditional joint ventures in Italy, Korea, Japan, 
the Philippines, Hong Kong, Mexico and 
Australia are scheduled for 1984. 

SWT is now meeting the realities 
of international trade by offering innovative 
programs to deal with present world condi¬ 
tions. As protectionist measures and govern¬ 
ment intervention increase, as financial sys¬ 
tems become less stable, and as classical trade 
patterns become more volatile, SWT is estab¬ 
lishing new approaches to deal creatively with 
these situations to stimulate the flow of goods 
and services throughout the world. 

New Business Units 

In consumer goods, SWT has executed con¬ 
tracts with major chain stores throughout 
Europe and Asia to supply consumer 
products from the worldwide network of 
Sears sources. 

In agribusiness, SWT is facilitating 
the flow of selected commodities, processed 
foods and farm equipment while also assist¬ 
ing in the development of agribusiness 
projects in underdeveloped countries. In 
1983, SWT acquired Price & Pierce (Holding 
Company) Limited, a large international 
trader in forest products. 

In health, SWT is developing an 



Sears House, on Washington, D C. ’s Pennsylvania 
Avenue, is headquarters of Sears World Trade and the 
location of the Corporate Governmental Affairs offices of 
Sears, Roebuck and Co. Acquired by Sears in 1983, the 
building is a historic landmark that predates the Civil 
War. It was restored in cooperation with the 
Pennsylvania Avenue Development Corporation. 
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Sears World Trade anticipates strong market potential 
in the Pacific basin, and has established offices 
in Hong Kong, Seoul, Singapore, Taipei and Tokyo. 
Thirty-six other offices are situated throughout the 
world, with U.S. offices in Boston, New York, 
Washington, D C. and Chicago. Shown is Hong Kong 
harbor, the world’s third busiest port. 


overall program to transfer the advances in 
American medical technology, equipment 
and health-care delivery systems to selected 
world markets. 

In technology, SWT is focusing on 
the data processing and telecommunications 
industries, where significant opportunities are 
emerging worldwide and major technological 
advances are being made. 

In financial services, SWT offers 
solutions to impediments to international 
trade as well as an array of traditional trade 
finance services. 

In the technical services group, 
SWT meets a range of client needs from 
broad economic and policy research to 
specialized trade and market research, from 
manufacturing and retail consulting to man¬ 
agement consulting, management develop¬ 
ment and manpower training..These^services 
areavailableThrough its subsidiary Harbridge 
Hetrsef which includes the International Plan¬ 
ning and Analysis^Cenlejn —— 

In countertrade, SWT has formed 
a team of specialists active in over a dozen 
countries. These individuals are experienced 
in fulfilling the new countertrade require¬ 
ments of many governments in a creative 
manner. 

In cargo management, SWT offers 
a comprehensive program of door-to-door 
freight service to companies seeking faster, 
cheaper and more reliable transport of goods 
throughout the world. The company recently 
formed a joint venture. Sears Schenkers Ser¬ 
vices, with one of the world’s largest freight 
forwarding companies. 

Outlook 

In developing its focused general trading 
units, its technical services group and its 
financial services unit, SWT has designed a 
company to address the changing trends in in¬ 
ternational trade. SWT will continue to build 
internal capabilities and form strategic rela¬ 
tionships with specific organizations through¬ 
out the world in order to offerclients services 
and techniques to trade profitably in today’s 
changing international market place. 
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The Businesses of Sears, Roebuck and Co. 


Sears, Roebuck and Co., a New York corpo¬ 
ration, originated from an enterprise estab¬ 
lished in 1886. The company is headquar¬ 
tered in Sears Tower, Chicago. The principal 
businesses of the company are: 

Sears Merchandise Group, which includes 
domestic and foreign merchandising and 
credit operations. Three segments comprise 
Sears Merchandise Group: domestic mer¬ 
chandising operations, the world’s largest re¬ 
tailer, which distribute goods and services in 
the United States; domestic credit operations 
which provide credit services to domestic 
merchandising customers, and foreign opera¬ 
tions, which as of Dec. 31, 1983, distributed 
goods and services on a continuing basis in 
Canada, Mexico and Puerto Rico. 

Allstate Insurance Group, which includes 
property-liability insurance and life-health in¬ 
surance. Allstate Insurance is the second 
largest property-liability insurer in the United 
States. 

Cold well Banker Real Estate Group, which 
invests in, develops and manages real estate, 
and performs commercial and residential real 
estate brokerage and related services. 

Dean Witter Financial Services Group, which 
includes securities-related operations and 
consumer deposit and lending operations. 
The securities-related businesses engage in 
securities brokerage, principal trading, 
domestic and foreign investment banking and 
related services. The consumer deposit and 
lending businesses engage in savings and 
loan, consumer finance, mortgage banking 
and related services. 

Sears World Trade, Inc., which assists busi¬ 
nesses and governments in the exporting and 
importing of products, technology and man¬ 
agement services and provides related coun¬ 
seling services. 



An architect's rendering depicts a new four-story glass- 
enclosed entrance to Sears Tower, the world’s tallest 
building and headquarters for Sears, Roebuck and Co. 
Early in 1984, Sears announced a new construction 
program that includes an atrium shopping area, five 
restaurants, a revampedSkydeck Observatory, a visitor's 
center, and downtown Chicago’s first Sears Financial 
Network center. 
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Equal Opportunity Report 



Percentage of Female and Minority Employees in Each EEOC Job Category 

(Categories as defined by Equal Employment Opportunity Commission) 


Job Categories 

Female % 

Black % 

Hispanic % 

Asian/ 
Pacific 
Islander % 

American 
Indian/ 
Alaskan 
Native % 

Employees 
in each job 
category' (in 
thousands) 


Feb. 

Dec. 

Feb. 

Dec. 

Feb. 

Dec. 

Feb. 

Dec. 

Feb. 

Dec. 

Feb. 

Dec. 

Date 

’66 

’83 

’66 

’83 

’66 

’83 

’66 

’83 

’66 

'83 

’66 

’83 

Officials and Managers 

20.0 

36.0 

.4 

6.7 

.7 

2.9 

.2 

.5 

.1 

.4 

33.4 

32.0 

Professionals 

19.2 

53.8 

.8 

8.0 

.4 

3.5 

.5 

2.0 

.0 

.2 

1.3 

2.2 

Technicians 

48.1 

55.0 

U 

18.4 

.7 

5.9 

1.5 

2.2 

.0 

.4 

1.5 

2.1 

Sales Workers 

56.9 

64.0 

3.2 

15.2 

1.5 

5.5 

.6 

1.2 

.1 

.3 

98.7 

115.2 

Office and Clerical 

86.0 

84.9 

3.1 

15.6 

2.0 

5.9 

.6 

1.5 

.1 

.3 

78.6 

74.0 

Craft Workers 

3.8 

8.1 

2.8 

10.3 

2.8 

6.3 

.7 

1.5 

.1 

.4 

20.8 

26.7 

Operatives 

12.0 

13.1 

13.8 

23.4 

3.5 

8.4 

.8 

1.3 

.1 

.3 

23.4 

10.6 

Laborers 

34.3 

35.8 

18.4 

26.1 

6.5 

8.7 

.3 

1.1 

.1 

.4 

15.2 

41.6 

Service Workers 

32.3 

35.8 

44.9 

24.5 

2.0 

7.3 

.5 

1.7 

.1 

.4 

9.9 

8.6 

Total All Categories 

50.7 

54.9 

5.9 

16.0 

2.1 

6.0 

.6 

1.2 

.1 

.3 

282.8 

313.0 


Table compares Sears present employment figures with those in first report after Title VII. 


During the past five years, Sears reduced its 
work force by 82,180 persons which repre¬ 
sents a 20.8 per cent decline. In this same 
time span, the proportion of minorities in our 
total work force has increased from 19.9 per 
cent to 23.5 per cent. Blacks now represent 
16.0 per cent of total employment and 
Hispanics represent 6.0 per cent. 

During the same period of sub¬ 
stantial employment reductions, Sears 
reduced the number of Officials and Man¬ 
agers positions by 19,311 or 37.7 per cent. In 
spite of this reduction, the proportion of 
women and minorities in the Officials and 
Managers category is now at 42 per cent. 
Women now hold 36 per cent of these posi¬ 
tions. Blacks hold 6.7 per cent and Hispanics 
hold 2.9 per cent. With full recognition that 
women and minorities tend to have shorter 
services as Officials and Managers, we believe 
these figures to be significant in the instance 
of such major work force reductions. 

Sears movement of women and 
minorities into management positions has ex¬ 
ceeded gains made by those groups national¬ 
ly. The women’s and the minorities’ share of 
such jobs in Sears is greater than in the na¬ 
tional work force. 

In addition, Sears has continued 
both Tower Ventures, Inc., its Minority En¬ 
terprise Small Business Investment Company 
which provides basic services for businesses 
owned by disadvantaged Americans, and its 
programs to expand purchases from firms 
owned and operated by women and minori¬ 
ties. 

True commitment to Affirmative 
Action should not be measured by man¬ 
agement rhetoric but by results. Sears is 
proud to demonstrate beyond question a total 
and continuing dedication to this area of 
business responsibility, especially in this 
difficult economic climate. 
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Responsibility for Financial Statements 


The financial statements, including the financial 
analysis and all other information in this annual 
report, are the responsibility of the company. The 
financial statements herein have been prepared from 
accounting records which the company believes fairly 
and accurately reflect its transactions and financial 
position. The company has a system of internal con¬ 
trol which it believes provides reasonable assurance 
that, in all material respects, assets are maintained 
and accounted for in accordance with management’s 
authorizations and transactions are recorded accu¬ 
rately in the books and records. 

The company’s comprehensive internal audit 
program is designed for continual evaluation of the 
adequacy and effectiveness of its internal controls, 
and measures adherence to established policies and 
procedures. The company’s formally stated and com¬ 
municated policies demand of employees high ethical 
standards in their conduct of its business. 

The Audit Committee of the Board of Direc¬ 
tors is comprised entirely of directors who are not em¬ 
ployees of the company. The committee reviews audit 
plans, internal controls, financial reports and related 
matters and meets regularly with the internal auditors 
and public accountants. 


Touche Ross & Co., independent certified 
public accountants, have examined the financial state¬ 
ments of the company. Their opinion on the financial 
statements is presented on page 39 of this report. 


Edward R. Telling 

Chairman of the Board, President and 
Chief Executive Officer 


Richard M. Jones 

Vice Chairman of the Board and 

Chief Financial Officer 


R. Ben Skelton 

Vice President and Corporate Comptroller 




Sears, Roebuck and Co. 

Five-Year Summary of Consolidated Financial Data 


$ millions, except per share data 


Operating results 

1983* 

1982 

1981 

1980 

1979 

Revenues 

$ 35,883 

$ 30,020 

$ 27,357 

$ 25,161 

$ 24,528 

Costs and expenses 

32,416 

27,382 

25,375 

23,401 

22,581 

Interest 

1,701 

1,627 

1,520 

1,133 

918 

Operating income 

1,766 

1,011 

462 

627 

1,029 

Realized capital gains and other 

126 

71 

184 

62 

87 

Income taxes 

571 

232 

10 

99 

320 

Net income 

1,342 

861 

650 

610 

830 

Per cent return on average equity 

14.4 

10.1 

8.2 

8.1 

11.4 

Financial position 

Investments 

$ 15,434 

$ 13,497 

$ 12,229 

$ 11,336 

$ 9,985 

Receivables 

15,406 

11,437 

10,745 

8,905 

8,930 

Property and equipment, net 

3,938 

3,396 

3,312 

3,153 

3,061 

Merchandise inventories 

3,621 

3,146 

3,103 

2,715 

2,680 

Total assets 

46,176 

36,541 

34,406 

28,218 

26,904 

Insurance reserves 

6,253 

5,667 

5,161 

4,407 

4,075 

Short-term borrowings 

4.596 

2,820 

3,233 

4,436 

4,293 

Long-term debt 

7,405 

5,816 

5,324 

2,965 

2,966 

Total debt 

12,001 

8,636 

8,557 

7,401 

7,259 

Per cent of debt to equity 

123 

98 

103 

97 

97 

Shareholders’ equity 

9,787 

8,812 

8,269 

7.665 

7.446 

Shareholders’ common 
stock investment 

Book value per share (year end) 
Shareholders (Profit Sharing Fund 

$27.60 

$25.08 

$23.77 

$24.32 

$23.44 

counted as single shareholder) 

339,644 

350,292 

354,050 

349.725 

339,459 

Average shares outstanding (millions) 

353 

350 

316 

316 

320 

Net income per share 

$3.80 

$2.46 

$2.06 

$1.93 

$2.60 

Dividends per share 

$1.52 

$1.36 

$1.36 

$1.36 

$1.28 

Dividend payout per cent 

40.0 

55.3 

66.0 

70.5 

49.2 

Market price (high-low) 

45 Vi-27 

32-15 3 /4 

20%-14% 

19 ! /2-I4'/2 

2i%~17% 

Closing market price at year end 

37% 

30% 

16% 

15% 

18 

Price/earnings ratio (high-low) 

12-7 

13-6 

10-7 

10-8 

8-7 


‘Includes Simpsons-Sears Limited of Canada on a consolidated basis as discussed in Sears Merchandise Group Results (page 34) and in note 1 to 
the summarized Sears Merchandise Group financial statements (page 50). 


Analysis of Consolidated Operations and Financial Condition 


Consolidated revenues totaled $35.9 billion in 1983 
and $30.0 billion in 1982, increases of 19.5 per cent 
and 9.7 per cent, respectively, from the prior years. 
Record revenues of Sears Merchandise Group were 
the primary contributor to the 1983 increase, with 
Allstate Insurance Group and Dean Witter Financial 
Services Group also making significant contributions. 
The 1983 results reflect the consolidation of Simp¬ 
sons-Sears Limited (Simpsons-Sears) as of Jan. 1, 
1983 due to acquisition of a majority interest in July. 
Before including Simpsons-Sears, revenues in 1983 
increased 10.0 per cent. 

Results for 1982 reflected the first-time inclu¬ 
sion of Dean Witter Financial Services Inc. and Cold- 


well, Banker & Company; Sears Merchandise Group 
and Allstate Insurance Group also registered revenue 
increases in 1982. 

Costs and expenses as a per cent of revenues 
were 90.3 per cent in 1983, compared with 91.2 and 
92.8 percent in 1982 and 1981, respectively. The 1983 
improvement was primarily the result of improved 
gross margins and expense control in merchandising 
and credit operations and increased investment in¬ 
come in insurance operations. The 1982 improve¬ 
ment was principally the result of the addition of Dean 
Witter Financial Services Inc., improved gross mar¬ 
gins in merchandising operations and improved 
underwriting results in insurance operations. 











Interest expense increased $74.4 million or 
4.6 per cent in 1983 to $1.7 billion, compared with 
$ 1.6 billion and $1.5 billion in 1982 and 1981, respec¬ 
tively. The consolidation of Simpsons-Sears for the 
first time contributed $98.4 million to the 1983 in¬ 
crease, and interest on savings accounts contributed 
an additional $43.5 million. Increased levels of bor¬ 
rowing in 1983 were offset by lower average interest 
rates during the year. A summary of borrowings and 
interest rates follows: 


$ billions 

1983 

1982 

1981 

Average variable rale debt 

$ 6.1 

6.1 

5.8 

Average rate 

9.3% 

12.7 

16.9 

Variable rate debt at Dec. 31 

$ 6.8 

5.2 

6.0 

Average rate 

9.8% 

9.0 

13.6 

Average fixed rate debt 

$ 4.0 

2.8 

2.3 

Average rate 

10.8% 

10.1 

8.2 

Fixed rate debt at Dec. 31 

$ 5.2 

3.4 

2.6 

Average rate 

10.8% 

10.2 

9.1 


Primarily as a result of improvements in 
Sears Merchandise Group, Allstate Insurance Group 
and Dean Witter Financial Services Group, operating 
income increased $755.4 million to $1.8 billion in 
1983 as compared with $1.0 billion and $462.1 mil¬ 
lion in 1982 and 1981, respectively. 

Realized capital gains and other income, as 
summarized below, increased in 1983 principally as 
the result of foreign exchange transactions yielding a 
slight gain rather than a substantial loss. 


$ millions 

1983 

1982 

1981 

Sale of property 

$100.9 

$132.6 

$133.5 

Sale of securities 

66.4 

38.1 

82.6 

Foreign exchange gains (losses) 

4.1 

(65.5) 

(7.4) 

Early extinguishment of debt 

3.1 

19.2 

21.9 

Discount on sales of customer balances 

— 

(24.1) 

(21.7) 

Sale of foreign subsidiaries 

(49.1) 

(3-6) 

— 

Equity in real estate joint venture losses 

(10-2) 

(33.8) 

(15.4) 

Other gains and tosses, net 

11.0 

7.8 

(9.9) 

Total 

$126.2 

$ 70.7 

$183.6 


Income taxes were 30.2,21.4 and 1.6 per cent 
of pre-tax earnings in 1983, 1982 and 1981, respec¬ 
tively. The low effective rates result primarily from 
tax exempt income of Allstate Insurance Group, 
investment tax credit, and the relative contribution of 
dividends and realized capital gains to pre-tax in¬ 
come. 

Consolidated net income increased 55.9 per 
cent in 1983 to $1.3 billion, due principally to results 
of Sears Merchandise Group. Net income was $861.2 
million for 1982 and $650.1 million for 1981. 

Liquidity and capital resources 
Internally generated funds have traditionally provid¬ 
ed the majority of the company’s operating cash 
requirements. Funds from operations totaled $3.0 
billion in 1983, compared with $2.1 billion in 1982 
and $1.8 billion in 1981. The 1983 increase was due 
mainly to the 55.9 per cent increase in net income and 
higher year over year increases in deferred income 
taxes. Increased savings account deposits in 1983 
were another major source of operating funds. 


Uses of operating funds amounted to $6.2 bil¬ 
lion in 1983, $2.6 billion in 1982 and $2.3 billion in 
1981. Significant growth in retail customer receiv¬ 
ables, trading account securities and insurance invest¬ 
ments contributed to this increase. The 30.4 per cent 
increase in domestic retail customer receivables to 
$10.2 billion was the principal cause of a net outflow 
of funds from operations before dividends, acquisi¬ 
tions and financing transactions of $1.3 billion in 
1983. The growth in retail customer receivables was 
due primarily to increased credit sales, a decline in 
the level of receivables sold to commercial banks and 
relaxed credit repayment terms. 

The net financing requirements of the com¬ 
pany were met principally by increases in short-term 
borrowings and long-term debt. Sears utilizes com¬ 
mercial paper to cover peak working-capital require¬ 
ments through^ Sears Roebu ck Acceptance Corp7, a 
wholly owned finance subsidiary. TheTncreaseTn the 
debt to equity ratio in 1983 was principally the result 
of the increased debt necessary to finance customer 
receivables and the consolidation of Simpsons- 
Sears. 

The company’s commitment to maintaining 
a stable, cost-effective capital structure to fund its 
premium quality customer receivables was evidenced 
by the continuation of its aggressive long-term fixed 
rate financing program, which in 1983 produced $1.2 
billion of new fixed rate funding. As a result of this 
program, the proportion of long-term fixed rate debt 
to total debt in 1983 increased to 43.5 from 39.0 per 
cent in 1982, providing additional insulation from in¬ 
terest rate volatility. 

The long-term fixed rate funding effort, 
which has produced $2.7 billion of fixed rate funds 
from its inception in 1981 through Dec. 31, 1983, is 
one facet ofa comprehensive management program to 
match maturities and interest rate sensitivities of the 
company’s assets and liabilities. In addition to issuing 
debt in the public and private markets in the United 
States, Europe and Asia, the company has utilized in¬ 
terest rate swaps through the first two months of 1984, 
to effectively establish long-term fixed interest rates 
on approximately $1.3 billion of short-term variable 
rate debt. This effort brought the level of long-term 
fixed rate funding to more than half of total debt as of 
that date, attaining the primary objective of the fixed 
rate financing program. The company is committed to 
maintaining this stability. 

It is anticipated that the growth of retail 
customer receivables and the planned $1.7 billion, 
five year store of the future program will account for 
the majority of the company’s future funding require¬ 
ments. The company expects that the funds to finance 
future expansion will be provided primarily from in¬ 
ternally generated funds, supplemented by external 
financing. 

This analysis should be read in conjunction with the discussion of the 
results of operations and financial condition of each of the company's 
principal business groups beginning on page 34 and supplemental 
financial information regarding inflation beginning on page 61. 












Sears, Roebuck and Co. 

Five-Year Summary of Business Group and Segment Financial Data 


The following industry segment information is de¬ 
rived from the accompanying summarized Group 
financial statements. Corporate operationsjnclud£. 
j^^tiesand^xpepses which.are.cian^$yerall holding^ 
C company naturtyfncluding that portion ofadmiriistfa- 
itve costs and interest which is not allocated to the 
Groups. Corporate assets are principally intercom¬ 
pany receivables. Sears Tower, cash and invested cash. 

Prior year amounts have been restated to 
reflect the transfer of the consumer finance operations 


of Allstate Insurance Group to Dean Witter Financial 
Services Group, the mortgage guaranty insurance 
operations of Coldwell Banker Real Estate Group to 
Allstate Insurance Group, and the mortgage banking 
operations of Coldwell Banker Real Estate Group to 
Dean Witter Financial Services Group. Amounts for 
1981 and 1982 have been restated to reflect the alloca¬ 
tion of goodwill, previously included in Corporate, to 
Dean Witter Financial Services Group and Coldwell 
Banker Real Estate Group. 


millions 


Revenues 

1983 

1982 

1981 

1980 

1979 

Sears Merchandise Group 

Domestic merchandising 

$ 20,439 

$18,779 

$18,229 

$16,831 

$16,813 

Domestic credit 

1,404 

1,158 

1,040 

967 

924 

Foreign 

3,246 

730 

933 

877 

786 

Sears Merchandise Group total 

25,089 

20,667 

20,202 

18,675 

18,523 

Allstate Insurance Group 

Property-liability insurance 

7,004 

6,487 

5,970 

5,503 

5,113 

Life-health insurance 

1,079 

930 

737 

602 

572 

Non-insurance operations 

41 

42 

37 

33 

42 

Allstate Insurance Group total 

8,124 

7,459 

6,744 

6,138 

5,727 

Coldwell Banker Real Estate Group 

704 

470 

110 

98 

83 

Dean Witter Financial Services Group 

Securities-related operations 

1,544 

1,110 

— 

— 

— 

Consumer deposit and lending 

operations 

564 

487 

451 

379 

346 

Dean Witter Financial Services Group total 

2,108 

1,597 

451 

379 

346 

Sears World Trade, Inc. 

79 

— 

— 

— 

— 

Corporate and inter-group transactions 

(221) 

(173) 

(150) 

(129) 

(151) 

Total 

$ 35,883 

$30,020 

$27,357 

$25,161 

$24,528 























millions 


Net income 

1983 

1982 


1981 

1980 

1979 

Sears Merchandise Group 

Domestic merchandising 

$ 654 

$ 456 

$ 

352 

$ 219 

$ 362 

Domestic credit 

144 

18 


(83) 

(25) 

16 

Foreign 

(17) 

(42) 


16 

35 

48 

Sears Merchandise Group total 

781 

432 


285 

229 

426 

Allstate Insurance Group 

Property-liability insurance 

469 

399 


344 

396 

367 

Life-health insurance 

83 

74 


68 

58 

57 

Non-insurance operations 

3 

2 


2 

2 

1 

Allstate Insurance Group total 

555 

475 


414 

456 

425 

Coldwell Banker Real Estate Group 

48 

52 


73 

11 

30 

Dean Witter Financial Services Group 

Securities-related operations 

69 

36 


— 

— 

— 

Consumer deposit and lending 

operations 

31 

(9) 


(19) 

10 

26 

Dean Witter Financial Services Group total 

100 

27 


(19) 

10 

26 

Sears World Trade, Inc. 

(12) 

— 


— 

— 

— 

Corporate and inter-group transactions 

(130) 

(125) 


(103) 

(96) 

(77) 

Total 

$ 1,342 

$ 861 

$ 

650 

$ 610 

$ 830 


Assets 






Sears Merchandise Group 

Domestic merchandising 

Domestic credit 

Foreign 

$ 6,771 
10,312 
2,064 

$ 6,687 
7,889 
544 

$ 6,507 
7,390 
841 

$ 6,125 
7,242 
824 

$ 6,370 
7,283 
745 

Sears Merchandise Group total 

19,147 

15,120 

14,738 

14,191 

14,398 

Allstate Insurance Group 

Property-liability insurance 

11,140 

10,080 

9,032 

8,363 

7,558 

Life-health insurance 

2,154 

1,881 

1,716 

1,463 

1,334 

Non-insurance operations 

61 

57 

53 

52 

56 

Allstate Insurance Group total 

13,355 

12,018 

10,801 

9,878 

8.948 

Coldwell Banker Real Estate Group 

1,045 

958 

970 

463 

411 

Dean Witter Financial Services Group 
Securities-related operations 

7,282 

4,129 

4,123 



Consumer deposit and lending 
operations 

5,155 

4,307 

4,013 

3,689 

3,416 

Dean Witter Financial Services Group total 

12,437 

8,436 

8,136 

3,689 

3,416 

Sears World Trade, Inc. 

101 

— 

— 

— 

— 

Corporate and inter-group transactions 

91 

9 

(239) 

(3) 

(269) 

Total 

$46,176 

$36,541 

$34,406 

$28,218 

$26,904 


























Sears Merchandise Group Results 


Revenues of Sears Merchandise Group rose 21.4 per 
cent in 1983 to $25.1 billion, compared with an 
increase of 2.3 per cent to $20.7 billion in 1982. 
Consolidation of the Canadian operations due to the' 
purchase of a majority interest in Simpsons-Sears 
Limited contributed 13.7 percentage points to the 
1983 increase. Strong sales of home appliances, home 
fashions and men’s apparel contributed significantly 
to the increase. 

Group income increased 80.9 per cent to a 
record $781.4 million in 1983 on the strength of the 
improved sales performance, enhanced gross margins, 
continued expense controls and a lower effective in¬ 
terest rate. This compares with Group income of 
$432.0 million in 1982 and $285.0 million in 1981. 

As a result of these combined factors, 1983 
Group income, as a per cent of revenues, improved 
one full percentage point to 3.1 per cent over 1982’s 
2.1 per cent and was up significantly from 1.4 per cent 
in 1981. Return on average equity almost doubled to 
14.2 per cent from the 1982 ratio of 7.8 and nearly 
tripled the 5.2 per cent produced in 1981. In addition, 
the ratio of pre-tax income to revenue improved to 
5.7 percent in 1983 versus 3.9 and 2.4 per cent for the 
prior two years. Before including Simpsons-Sears in 
1983, the ratio of pre-tax income to revenues was 6.5 
per cent and the ratio of Group income to revenues 
was 3.5 per cent. 

Effective in 1983, financial statements of Sears 
Merchandise Group have been consolidated. The 
Group previously reported its operations separately 
as Merchandising, Credit and International. As these 
segments have been maintained for management con¬ 
trol and analysis purposes, results of the Group are 
discussed along segment lines. 


An 8.8 per cent increase in merchandise 
sales and services in 1983 established a new record for 
total revenues. An analysis of domestic net sales by 
category follows: 


1 

1983 

1982 

1981 

‘Retail merchandise 

72.4% 

72.3% 

71.7% 

Catalog merchandise 

18.1 

18.7 

19.9 

Service 

7.1 

6.9 

6.2 

Industrial 

2.4 

2.1 

2.2 

Total domestic net sales 

100% 

100% 

100% 


Domestic merchandising income increased 
43.5 per cent in 1983 to a record level based on the 
strong sales performance and the reduction of 0.6 per 
cent in the ratio to sales of both cost of sales, buying 
and occupancy expense and selling and administra¬ 
tive expense. Reduction in the ratio of cost of sales, 
buying and occupancy expense to sales was a major 
factor in the 1982 improvement. 

Improvement in the ratio of cost of sales, 
buying and occupancy expense to sales in 1983 is 
primarily a result of tight control of buying and oc¬ 
cupancy expenses, as well as improved gross margins 
brought about by a continued shift in customer em¬ 
phasis toward higher quality goods. Similar factors in 
1982, plus a substantial reduction in the LIFO charge, 
produced an even greater decrease in the ratio of cost 
of sales, buying and occupancy expense to sales from 
the prior year. 

Reduction in the 1983 ratio of selling and 
administrative expense to sales is due to disciplined 
expense control, along with improved operating effi¬ 
ciencies and productivity. Increases in employee 
benefit related expenses and reclassification of 
certain items were factors accounting for the increase 
in 19,82. 


Domestic merchandising operations, which accounted 
for 81.5 per cent of Group revenues and 83.7 percent 
of Group income, were the most significant contribu¬ 
tor to the Group’s improved 1983 results. A summary 
of key financial information and ratios for the domes¬ 
tic merchandising operations follows: 


$ millions 


1983 

1982 

1981 

Merchandise sales and services 

$20,438.7 

18,778.8 

18,228.8 

Cost of sales, buying and oc- 

cupancy expenses 

$13,419.8 

12,446.6 

12,339.7 

Ratio to sales 


65.7% 

66.3 

67.7 

Selling and administrative 

expenses 

$ 

5,851.7 

5,489.5 

5,238.4 

Ratio to sales 


28.6% 

29.2 

28.7 

Operating income 

$ 

1,142.9 

811.0 

613.7 

Ratio to sales 


5.6% 

4.3 

3.4 

Merchandising income 

$ 

654.3 

455.9 

352.3 

Ratio to sales 


3.2% 

2.4 

1.9 

Net sales per square foot (dollars) $ 

321 

291 

2ZZ 

Merchandise inventories—UFO y 

basis 

Merchandise inventories—-FIFO 

$ 

3,061.2 

3,092.2 

/2.991.0 

basis 

$ 

3,549.6 

3,609.6 

3,535.8 

Merchandise on order at Dec. 31 

$ 

3,833.6 

3,584.1 

3,774.3 


' During 1983,14 new stores were opened, half 
in new markets and half representing relocations in 
existing markets. Seven of these units were designed 
and opened in the new store of the future merchandis¬ 
ing concept, four in new markets and three reloca¬ 
tions. In addition, five existing stores were completely 
remodeled into the store of the future configuration. 
Including the seven relocations, 32 stores were closed 
during the year. At Dec. 31, 1983, there were 813 
domestic retail stores with 112.5 million square - 
feet oi gross'space* a decrease of 2.1 .million square 
feHTrdmT9S2. SeveiTaddltfonaT Sears Business Sys- 
” temTGernersT'whTCh carry broad lines of electronic 
equipment for small business needs, were opened dur¬ 
ing 1983 bringing to 50 the total number of centers in 
operation. 

jrj Planned capital expenditures for 1984 are 
•^$573 million, with approximately $102 million to be 
used in opening 14 new stores of the future. The 
balance of funds will primarily be used to convert 
some 85 existing stores to this configuration, improve 
customer service at point of sale and open 50 addi¬ 
tional Sears Business Systems Centers. 

















Domestic credit operations also contributed to the 
Group’s improved 1983 results. A summary of key 
financial information and ratios follows: 


$ millions 


1983 

1982 

1981 

Customer receivable balances at 
Dec. 31 

$10,215.8 

7,835.1 

7,346.7 

Average account balance 
(dollars) 

$ 

423 

376 

352 

Finance charge revenues 

$ 

1,404.5 

1.157.9 

1.039.6 

Credit sales as percentage of 
gross sales 


58.9% 

56.0 

53.6 

Yield on receivables 


17.2% 

16.2 

15.1 

Provision for uncollectible 
accounts 

$ 

130.2 

111.9 

123.9 

Ratio to credit sales 


.90% 

.97 

1.17 

Ratio of net charged-off 
accounts to credit sales 


.71% 

.87 

1.09 

Percentage of accounts delin¬ 
quent three or more months 
to total 


.83% 

1.01 

1.05 

Interest expense 

$ 

579.9 

601.8 

691.2 

Ratio to finance charge 
revenues 


41.3% 

52.0 

66.5 

Effective interest rate 


10.0% 

12.0 

14.4 

Credit income (loss) as recorded 

$ 

143.6 

17.8 

(83.3) 

Ratio to credit sales 


1.0% 

.2 

(■ 8 ) 

Pro forma credit income (loss) 

$ 

97.2 

(33.9) 

(148.5) 

Ratio to credit sales 


.7% 

(.3) 

(1.4) 


Finance charge revenues, which exclude 
revenues on accounts sold, increased in 1983 prin¬ 
cipally due to increased credit sales and higher 
balances outstanding. Approximately $33.5 million of 
the increase in finance charge revenues was due to a 
reduction in the amount of receivables sold. Reven¬ 
ues in 1982 increased due to improved credit sales 
and rate relief legislation passed in various states. 

Interest expense decreased 3.6 per cent in 
1983 due to the lower effective interest rate offset by 
the additional debt necessary to finance the increased 
receivable balances. These same factors were respon¬ 
sible for the 12.9 per cent decrease in 1982 interest ex¬ 
pense from the previous year. 

The increase in domestic credit income for 


pense equal to the average equity capital maintained 
by domestic credit operations of the Merchandise 
Group. This allocation basis would have resulted in 
additional average debt of $978.7, $906.4 and $946.4 
million for 1983,1982 and 1981, respectively, and ad¬ 
ditional interest expense of $97.4, $108.5 and $137.0 
million for the same three years. 

Revenues of foreign operations translated to U.S. dol¬ 
lars totaled $3.2 billion in 1983 compared with 
$730.4 million in 1982 and $933.2 million in 1981. 
The 1983 increase was due to the consolidation of 
Simpsons-Sears Limited in Canada effective Jan. l, 
1983 (see note 5, page 50) which contributed revenues 
of $2.8 billion. Revenues other than Simpsons-Sears 
decreased 44.5 per cent to $405.7 million primarily 
due to the disposition of certain Central and South 
American operations, wea k economi es andhigh infla- 
ticmTAs of Dec. 317 1^83, continuing operations exist- 

Ced in Canada, Mexico and Puerto Rico. _— 

Foreign operations incurred a loss of $16.5 
million in 1983 compared with a loss of $41.7 million 
in 1982 and a $16.0 million profit in 1981. The 1983 
and 1982 amounts include after-tax capital losses of 
$33.9 and $2.6 million related to the disposition of 
certain subsidiaries. 

Net funds used by operations of Sears Merchandise 
Group totaled $245.2 million in 1983, compared with 
$236.6 million and $530.3 million in 1982 and 1981, 
respectively. Funds generated from merchandise sales 
and services are used primarily to finance additions to 
property and equipment and for increases in inven¬ 
tories. Any excess funds generated from merchandise 
sales and services are remitted to Corporate, while 
any seasonal capital requirements are provided by 
Corporate. The Group is also allocated a portion of 
the pooled Corporate debt to the extent necessary to 
finance the growth in retail customer receivables. 
Increases in retail customer receivables of 


1983 is attributable to continued strict expense con¬ 
trol, improved revenue yield and the lower effective 
interest rate. In 1982, the credit operations first 
reversed the negative trend of past years by producing 
a positive return. 

Pro forma credit income (loss) is based upon 
additional allocation of debt and related interest ex¬ 


$2.5 billion after sales of accounts in 1983, compared 
with $482.2 million in 1982, reflect the increased 
credit sales and the decrease in accounts sold. 

Debt was also allocated from Corporate in 
1983 for the purchase of an additional 20.2 per cent 
interest in Simpsons-Sears, which required a cash out¬ 
flow of $171.9 million. 
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Allstate Insurance Group Results 


Insurance premiums and other revenues earned by 
Allstate Insurance Group totaled $8.1 billion in 1983 
and $7.5 billion in 1982, increases of 8.9 and 10.6 per 
cent from the prior years. Although industry-wide 
competition continues to be intense, Allstate in¬ 
creased its property-liability premiums earned by 7.5 
per cent and its life-health premium income by 17.0 
per cent in 1983. 

Group income, which increased by 16.8 per 
cent in 1983, was $555.1 million for the year, com¬ 
pared with $475.1 million in 1982 and $414,4 million 
in 1981. Increases in investment income of$90.6 mil¬ 
lion in 1983 and $85.0 million in 1982 reflect both a 
greater amount of funds invested and a higher yield 
on the portfolio, and accounted for a substantial por¬ 
tion of the increase in Group income. 

Property-liability insurance accounted for 84.5 per 
cent of Group income in 1983. A summary of key 
financial information and ratios for the segment is 
shown below: 


$ millions 

1983 

1982 

1981 

Premiums earned 

$6,351.5 

5,909.7 

5,450.5 

Claims and claims expense 

$5,121.6 

4.780.7 

4,564.5 

Claims and claims expense ratio 

80.6% 

80.9 

83.8 

U nderwriting expenses 

$1,540.5 

1,418.6 

1,248.9 

Underwriting expense ratio 

24.3% 

24.0 

22.9 

Underwriting loss 

$ (310.6) 

(289.6) 

(362.9) 

Combined ratio 

104.9% 

104.9 

106.7 

Investment income, less expense 

$ 652.2 

577.3 

519.5 

Realized capital gains, before tax 

$ 53.4 

40.4 

80.0 

Net income 

$ 469.0 

398.5 

344.1 


During 1983, underwriting results of the 
property-liability insurance industry continued the 
downward trend of recent years. Allstate’s combined 
underwriting ratio in 1983 was unchanged from 1982, 
which showed significant improvement over 1981 re¬ 
sults. Claims arising from major storms and severe 
weather conditions were substantially greater during 
1983 than 1982 and offset improved results in the 
property-liability operation. The auto claim frequency 
rate trended slightly upward in 1983 and 1982 after 


leveling off in 1981. Claim costs continue to rise, but 
the increases were more moderate in 1983 than in 
recent years. Premium rate changes, principally in 
personal lines, have tended to offset increases in costs. 
The negative underwriting results in 1983, 1982, and 
1981 were more than offset by investment income, tax 
benefits and realized capital gains. 


Life-health insurance accounted for 14.9 per cent of 
Group income for 1983. A summary of key financial 
information for the segment follows: 


$ millions 

1983 

1982 

1981 

Life insurance in-force (billions) 

$ 48.3 

41.4 

37.3 

Premium income 

Income before income taxes 

$924.3 

790.3 

625.3 

and realized gains 

$ 91.1 

85.5 

82.4 

Net income 

$ 82.8 

74.1 

67.9 


Aided by the introduction of new products 
and features, premium income increased 17.0 per cent 
in 1983 and 26.4 per cent in 1982. Companies ac¬ 
quired at the end of 1981 accounted for 5.4 percent of 
the increase in 1982. Changes in premium volume 
and earnings for 1982 were influenced by Allstate’s 
expansion in the group insurance market. 

Allstate Insurance Group net capital gains realized 
from sales of stocks, bonds and other investments in 
1983 amounted to $58.3 million before income taxes, 
compared with $43.0 million realized in 1982 and 
$82.6 million in 1981. Allstate’s portfolio of market¬ 
able equity securities, consisting of common and 
preferred stocks, showed a pre-tax net unrealized gain 
of $350.8 million at the end of 1983, compared with 
$240.8 million at year end 1982 and $67.9 million at 
year end 1981. 

During 1983, the Group generated $1.2 bil¬ 
lion in new funds from operations, compared with 
$1.2 billion in 1982 and $1.0 billion in 1981. In each 
of the past three years, dividends of approximately 
$190 million were paid to Sears, Roebuck and Co. 
More than $2.6 billion was added to the investment 
portfolio during the past three years. 











Coldwell Banker Real Estate Group Results 


Revenues of Coldwell Banker Real Estate Group 
totaled $703.5 million in 1983 and $470.3 million in 
1982, an increase of 49.6 per cent. The increase in 
1983 revenues is primarily due to a strengthening in 
both the residential and commercial real estate mar¬ 
kets, created substantially by lower mortgage interest 
rates and an ample supply of mortgage funds. Results 
of operations in 1981 are not comparable as they do 
not include Coldwell, Banker & Company, which was 
acquired on Dec. 31, 1981. 

Group income for the year decreased 6.8 per 
cent to $48.0 million in 1983 compared with $51.5 
million in 1982 and $73.0 million in 1981. A decrease 
of $33.2 million in after-tax gains on sale of property 
offset by an improvement in net operating results of 
$29.7 million accounted for the overall 1983 decrease. 

Residential real estate revenues were $303.2 
million in 1983 compared with $156.1 million in 
1982. Commercial real estate revenues were $293.5 
million and $205.5 million for the same periods. In 
addition to improved economic conditions, theGroup 
acquired nine real estate brokerage companies in 1983 
and opened 17 new commercial brokerage offices in 
the last 24 months. Receipt of a capital management 
incentive fee upon liquidation of one capital fund ac¬ 
counted for $13.2 million of the increase in commer¬ 
cial real estate revenues. Revenues from property rent¬ 
als decreased 5.9 per cent in 1983 due to sales of shop¬ 
ping centers partially offset by higher rents from lease 
renewals. The 1982 increase in property rental reve¬ 
nues of 15.3 per cent was due primarily to the inclu¬ 
sion of Coldwell, Banker & Company, higher rents 
from lease renewals and higher rental income and 
service fees from shopping centers. 

Total costs and expenses of the Group for 
1983 increased 41.6 per cent over 1982. Higher com¬ 
mission expense (which varies with commission 
revenues), newly acquired brokerage companies, in¬ 
ternal expansion, an extensive advertising campaign 
and increased compensation expenses account for the 
1983 increase. 


Gains on sale of property after tax were $48.9 
million in 1983 compared with $82.1 million in 1982 
and $75.9 million in 1981. The 1983 gain resulted 
from the sale of one shopping center and some 
peripheral land and the sale of two joint venture shop¬ 
ping malls. The sale of three mature shopping centers 
and a 50 per cent interest in another center principally 
accounted for last year’s gains. 

The Group’s share in the operating results of 
commercial real estate joint ventures yielded a loss of 
$10.2 million in 1983, compared with losses of $33.8 
and $15.4 million in 1982 and 1981, respectively. The 
1983 decrease in joint venture losses is mainly the re¬ 
sult of assuming 100 per cent ownership of five joint 
venture shopping centers, thereby classifying sub¬ 
sequent operations as wholly owned, and reductions 
in interest expense on joint venture borrowings. 

Funds provided from operations were $123.0 
million in 1983 compared with $167.9 million in 

1982 and $167.0 million in 1981, and included sales 
of real estate properties as discussed above. Other 
sources of funds were decreases in investments in 

1983 and 1982, primarily due to decreased residential 
property held for resale. The capital contribution in 
1981 was primarily used to acquire the net assets of 
Coldwell, Banker & Company. 

Principal uses of funds were for the purchase 
and development of real estate properties, the pur¬ 
chase of new brokerage offices and furnishings for 
commercial and residential operations, payment of 
dividends to Sears, Roebuck and Co. and, in 1983, a 
decrease in loans payable which reflects the decrease 
in investments. 

Liquidity sources for the operation and 
development of wholly owned real estate properties 
(mainly shopping centers) are cash flows from center 
operations, net proceeds from real estate sales and 
borrowings on real estate properties. Joint venture 
shopping centers and office buildings are developed 
primarily with borrowings related to those joint ven¬ 
tures. 


Dean Witter Financial Services Group Results 


Revenues of Dean Witter Financial Services Group 
totaled $2.1 billion in 1983 and $1.6 billion in 1982, 
an increase of 32.0 per cent. All operations benefited 
from a favorable market environment in 1983 as 
compared with 1982. Results of operations for 1981 
include the consumer deposit and lending operations 
but exclude Dean Witter Financial Services Inc., 
which was acquired on Dec. 31, 1981. 

Record highs in exchange volume for the 


securities-related operations and lower interest rates 
for the consumer deposit and lending operations were 
the principal factors in a $73.6 million increase in 
Group net income to $100.4 million in 1983, com¬ 
pared with $26.8 million in 1982 and a net loss of 
$18.9 million in 1981. The first-time inclusion of 
Dean Witter Financial Services Inc. accounted for 
$36.0 million of the 1982 increase. 
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Dean Witter Financial Services Group Results continued 


Securities-related operations accounted for 73.2 per 
cent of Group revenues. A summary of key financial 
information follows: 


$ millions 

1983 

1982 

Commissions 

$ 526.4 

$ 396.6 

Interest 

376.9 

293.3 

Investment banking 

307.2 

176.5 

Trading 

249.9 

169.1 

Other 

83,3 

74.4 

Total revenues 

$1,543.7 

$1,109.9 

Personnel expense 

$ 711.1 

$ 517.6 

Interest 

283.1 

214.8 

Other 

411.5 

305.5 

Total expenses 

$1,405.7 

$1,037.9 

Net income 

$ 69.2 

$ 36.0 


The 32.7 per cent increase in 1983 commis¬ 
sion revenue is primarily due to the sustained surge in 
securities volume on all exchanges, evidenced by the 
31.0 per cent increase in average volume on the New 
York Stock Exchange. A contributing factor was also 
a 22.9 per cent increase in the number of account 
executives to approximately 5,900 at year end 1983. 

Net interest income of $93.8 in 1983 rose 
19.5 per cent over 1982, despite lower interest rates. 
Interest revenues increased due to higher levels of 
trading account securities owned and increased client 
receivables. Interest expense increased in order to 
finance these increased interest-earning assets. Securi¬ 
ties transactions under agreements to resell and repur¬ 
chase also contributed to increased interest revenue 
and expense. 

Aided by the overall strength of the securities 
market and lower interest rates, investment banking 
revenues increased 74.1 per cent over 1982. All cat¬ 
egories of trading transactions contributed to the 47.8 
per cent increase in trading revenues, with corporate 
and government transactions yielding the largest in¬ 
creases. 

Personnel expenses increased 37.4 per cent 
primarily due to revenue-related compensation and 
the increase in the number of account executives. 
Continued expansion and higher levels of business 
activity led to increased expenditures for facilities, 
promotion and communication. 


Consumer deposit and lending operations contributed 
26.8 per cent of total Group revenues. A summary of 
key financial information and ratios follows: 


$ millions 


1983 

1982 

1981 

Interest revenues 

$ 

504.1 

461.4 

426.1 

Interest expense 

$ 

415.3 

430.3 

419.6 

Average short-term borrowing rate 


8.9% 

12.3 

16.1 

Net income 

$ 

31.2 

(9.2) 

(18.9) 

Return on average assets 


.67% 

— 

— 

Return on equity 


10.9% 

— 

— 

Loan volume: 

Real estate and other 

$1 

1.554.9 

641.9 

427.0 

Automobile and home equity 

$ 

685.9 

599.6 

614.2 

Reserve for loan losses 


.26% 

.32 

.39 


The 9.3 per cent increase in interest reve¬ 
nues in 1983 was due to an increased volume of new 
loans. Increased volume can be attributed to lower in¬ 
terest rates as well as expanded marketing efforts and 
higher levels of consumer activity in the automobile 
and housing markets. The 1982 increase was the re¬ 
sult of new loans made at then current market rates 
and an increase in the size of the mortgage loan port¬ 
folio. 

Dean Witter Financial Services Group generated 
$131.7 million in new funds from operations in 1983, 
compared with $65.1 million in 1982 and funds used 
of $16.1 million in 1981. The securities-related opera¬ 
tions provide a high degree of liquidity as most assets 
are readily convertible to cash. Short-term borrowings 
and securities sold under repurchase agreements are 
used to facilitate the financing of securities. Letters of 
credit are utilized in lieu of cash or security margin 
deposits required by various clearing associations 
wherever possible. Portions of liabilities such as credit 
balances from clients, certain payables to brokers on 
securities transactions and other liabilities are non-in¬ 
terest bearing and, therefore, an important source of 
funds for the securities-related operations. 

Collections of loans, which include customer 
loan repayments and sales of loans in the secondary 
market, amounted to $1,351.2 million in 1983 com¬ 
pared with $721.3 million in 1982 and $775.3 million 
in 1981. Savings and loan and consumer finance oper¬ 
ations are able to meet their lending requirements 
with funds from consumer deposits and by borrow¬ 
ings from the Federal Home Loan Bank. 


Sears World Trade, Inc. Results 


Sears World Trade, Inc. (SWT), reported separately 
for the first time, recorded revenues of $79.1 million 
and losses of $12.1 million on gross trading volume 
and related services of $172.4 million. The losses are 
attributable to start-up costs of establishing a world 
trading company. 


Effective Oct. 1, 1983, SWT acquired 
Price & Pierce (Holding Company) Limited, a British 
company which operates as agents and brokers of 
timber and pulp, for a purchase price of $8.6 million. 
SWT also became a partner in a joint venture which 
will primarily assist domestic companies seeking 
buyers in foreign markets. 














Sears, Roebuck and Co. 
Consolidated Statements of Income 


millions, except per share data 


Year Ended December 31 


1983 

1982 

1981 

Revenues 

$ 35 , 882.9 

$30,019.8 

$27,357.4 

Expenses 

Costs and expenses 

32 , 415.5 

27,382.2 

25,375.4 

Interest 

1 , 701.4 

1,627.0 

1,519.9 

Total expenses 

34 , 116.9 

29,009.2 

26,895.3 

Operating income 

1 , 766.0 

1,010.6 

462.1 

Realized capital gains and other 

126.2 

70.7 

183.6 

Income before income taxes, equity in net income of 

unconsolidated companies and minority interest 

1 , 892.2 

1,081.3 

645.7 

Income taxes (note 4) 

Equity in net income of unconsolidated companies and 

571.3 

231.6 

10.1 

minority interest 

21.3 

11.5 

14.5 

Net income 

$ 1 , 342.2 

$ 861.2 

$ 650.1 

Income per share 

$ 3.80 

$2.46 

$2.06 

Average shares outstanding 

353.1 

350.3 

315.6 


See accompanying notes which include the summarized Group financial statements. 


Accountants’ Report 


To the Shareholders and Board of Directors of 
Sears, Roebuck and Co.: 

We have examined the Consolidated Statements of 
Financial Position of Sears, Roebuck and Co. as of 
December 31, 1983 and 1982, and the related Con¬ 
solidated Statements of Income, Shareholders’ Equity 
and Changes in Financial Position for each of the 
three years in the period ended December 31, 1983. 
Our examinations were made in accordance with gen¬ 
erally accepted auditing standards and, accordingly, 
included such tests of the accounting records and such 
other auditing procedures as we considered necessary 
in the circumstances. 


In our opinion, the financial statements 
referred to above present fairly the financial position 
of Sears, Roebuck and Co. as of December 31, 1983 
and 1982, and the results of its operations and the 
changes in its financial position for each of the three 
years in the period ended December 31,1983, in con¬ 
formity with generally accepted accounting principles 
applied on a consistent basis. 




Chicago, Illinois 
March 20, 1984 














Sears, Roebuck and Co. 

Consolidated Statements of Financial Position 


millions 


December 31 


1983 

1982 

Assets 



Investments 



Bonds and redeemable preferred stocks, at amortized cost (market $7,252.9 



and $5,862.0) 

$ 8,237.2 

$ 7,188.1 

Mortgage loans 

4,396.2 

3,587.3 

Common and preferred stocks, at market (cost $1,457.5 and $1,545.7) 

1,808.3 

1,786.6 

Real estate 

992.6 

934.8 

Total investments 

15,434.3 

13,496.8 

Receivables 



Retail customers 

10,978.6 

7,859.2 

Brokerage clients 

2,300.0 

1,767.9 

Insurance premium installments 

793.2 

724.9 

Finance installment notes 

494.9 

481.5 

Other 

839.6 

603.2 

Total receivables 

15,406.3 

11,436.7 

Property and equipment, net 

3,938.3 

3,396.4 

Merchandise inventories 

3,620.5 

3,146.0 

Securities purchased under agreements to resell 

2,343.0 

1,004.7 

Trading account securities owned, at market 

1,756.4 

758.5 

Cash and invested cash (note 6) 

1,502.5 

1,307.6 

Investments in unconsolidated companies 

301.7 

434.9 

Other assets 

1,873.1 

1,559.0 

Total assets 

46,176.1 

36,540.6 

Liabilities 



Long-term debt (note 7) 

7,405.3 

5,816.1 

Insurance reserves 

6,252.8 

5,667.1 

Short-term borrowings (note 6) 

4,595.6 

2,820.1 

Accounts payable and other liabilities 

4,334.6 

3,372.8 

Savings accounts and advances from Federal Home Loan Bank 

4,319.8 

3,132.8 

Securities sold under repurchase agreements 

3,106.9 

1,332.9 

Unearned revenues 

2,918.6 

2,695.7 

Deferred income taxes (note 4) 

2,054.8 

1,571.8 

Payables to brokerage clients 

1,400.8 

1,318.9 

Total liabilities 

36,389.2 

27,728.2 

Commitments and contingent liabilities (notes 1, 8, 9 and 10) 



Shareholders’equity (note 10) 



Common shares ($.75 par value, 354.6 and 351.4 shares outstanding) 

271.4 

269.4 

Capital in excess of par value 

1,245.5 

1,163.3 

Retained income 

8,231.3 

7,426.1 

Treasury stock (at cost) 

(133.0) 

(143.5) 

Unrealized net capital gains on marketable equity securities 

254.0 

171.5 

Cumulative translation adjustments 

(82.3) 

(74.4) 

Total shareholders’ equity 

$ 9,786.9 

$ 8,812.4 


See accompanying notes which include the summarized Group financial statements. 















Consolidated Statements of Shareholders’ Equity 


Year Ended December 31 


1983 

1982 

1981 

1983 

1982 

1981 


millions 



shares in thousands 


Preferred shares—$1.00 par value, 50 
million shares authorized, none issued 
Common shares—$.75 par value, 







500 million shares authorized, issued as 
follows: 







Balance, beginning of year 

$ 269.4 

$ 268.5 

$ 244.0 

359,230.5 

357,995.2 

325,335.0 

Issued for acquired companies 

Issued under incentive compensation 

— 

— 

24.5 

— 

— 

32,619.3 

plan 

Stock options exercised and other 

— 

.3 

— 

30.1 

351.2 

27.0 

changes 

2.0 

.6 

— 

2,562.5 

884.1 

13.9 

Balance, end of year 

271.4 

269.4 

268.5 

361,823.1 

359,230.5 

357,995.2 

Capital in excess of par value 

Balance, beginning of year 

1,163.3 

1,143.9 

640.5 




Issued for acquired companies 

Issued under incentive compensation 

— 

— 

508.8 




plan 

Stock options exercised and other 

1.1 

6.5 

.4 




changes 

81.1 

12.9 

(5.8) 




Balance, end of year 

1,245.5 

1,163.3 

1,143.9 




Retained income 

Balance, beginning of year 

7,426.1 

7,041.2 

6,820.2 




Net income 

Dividends ($1.52 per share in 1983 and 

1,342.2 

861.2 

650.1 




$1.36 per share in 1982 and 1981) 

(537.0) 

(476.3) 

(429.1) 




Balance, end of year 

8,231.3 

7,426.1 

7,041.2 




Treasurer stock (at cost) 

Balance, beginning of year 

(143.5) 

(186.7) 

(192.4) 

(7,820.8) 

(10,107.3) 

(10,167.6) 

Purchased 

— 

— 

(5.1) 

— 

— 

(299.8) 

Exchanged for Sears debt (note 7) 

Issued to subsidiary in connection with 

— 

25.3 

30.3 

— 

1,341.4 

1,606.0 

acquisition 

Reissued under dividend reinvestment 

— 

— 

(37.8) 

— 

— 

(2,216.4) 

plan 

10.5 

17.9 

18.3 

564.5 

945.1 

970.5 

Balance, end of year 

(133.0) 

(143.5) 

(186.7) 

(7,256.3) 

(7,820.8) 

(10,107.3) 

Unrealized net capital gains on 







marketable equity securities 

Balance, beginning of year 

171.5 

48.5 

152.4 




Net increase (decrease) 

82.5 

123.0 

(103.9) 




Balance, end of year 

254.0 

171.5 

48.5 




Cumulative translation adjustments 
Balance, beginning of year 

(74.4) 

(46.5) 





Initial application of SFAS No. 52 

— 

— 

(29.3) 




Net increase in unrealized losses 

(7.9) 

(36.9) 

(17.2) 




Realized on sale of subsidiaries 


9.0 

— 




Balance, end of year 

(82.3) 

(74.4) 

(46.5) 




Total shareholders’ equity and shares 







outstanding 

$9,786.9 

$8,812.4 

$8,268.9 

354,566.8 

351,409.7 

347,887.9 


See accompanying notes which include the summarized Group financial statements. 






























Sears, Roebuck and Co. 

Consolidated Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1983 

1982 

1981 

Sources of operating funds 




Net income 

$1,342.2 

$ 861.2 

$ 650.1 

Increase in insurance reserves 

596.1 

529.0 

654.7 

Deferred income taxes 

454.7 

97.2 

(18.4) 

Depreciation 

375.6 

336.5 

308.8 

Increase in unearned revenues 

210.9 

186.2 

212.1 

Amortization of debt discount and other non-cash items 

19.0 

103.8 

(16.4) 

From operations 

2,998.5 

2,113.9 

1,790.9 

Increase in savings accounts and advances from Federal Home 




Loan Bank 

1,187.0 

349.2 

87.5 

Increase in accounts payable and other liabilities 

689.5 

681.0 

378.9 

Total available operating funds 

4,875.0 

3,144.1 

2,257.3 

Uses of operating funds 




Increase in receivables, before sales of accounts 

2,501.9 

1,124.0 

651.9 

Net investment additions 

1,030.7 

863.2 

817.7 

Increase (decrease) in trading account securities owned 

997.9 

(515.7) 

— 

Net additions to mortgage loans and finance installment notes 

822.3 

244.9 

49.7 

Net additions to property and equipment 

542.3 

406.4 

347.9 

Increase in other assets 

220.0 

287.2 

36.2 

Increase in merchandise inventories 

63.0 

161.1 

388.6 

Total operating funds used 

6,178.1 

2,571.1 

2,292.0 

Net funds generated from operations before dividends, 




acquisitions and financing transactions 

(1,303.1) 

573.0 

(34.7) 

Dividends paid to shareholders, net of reinvested amounts 

(502.3) 

(458.4) 

(410.8) 

Cost of acquired companies, net of cash acquired 

(172.5) 

— 

(790.0) 

Common stock issued for acquired companies 

— 

— 

495.5 

Common stock issued for employee stock plans 

74.6 

20.3 

(5.4) 

Increase (decrease) in customer receivable balances sold 

(859.4) 

177.1 

315.2 

Proceeds from long-term debt 

1,162.8 

1,104.0 

439.9 

Repayment of long-term debt 

(288.3) 

(647.3) 

(127.5) 

Net increase (decrease) in short-term borrowings 

1,589.6 

(266.0) 

264.8 

Net change in securities agreements to repurchase or resell 

435.7 

(404.0) 

— 

Treasury stock reissued, net of purchases 

— 

25.3 

25.2 

Net assets of subsidiaries sold 

57.8 

12.9 

— 

Dividends, acquisitions and financing transactions 

1,498.0 

(436.1) 

206.9 

Increase in cash and invested cash 

$ 194.9 

$ 136.9 

$ 172.2 


Sec accompanying notes which include the summarized Group financial statements. 

















Notes to Consolidated Financial Statements 


Summary of significant accounting policies 
Basis of presentation 

The consolidated financial statements include the ac¬ 
counts of Sears, Roebuck and Co. and all domestic 
and significant international companies in which the 
company has more than a 50 per cent equity owner¬ 
ship, except those engaged in manufacturing. 

Included as an integral part of the consolidat¬ 
ed financial statements are, beginning on page 48, 
separate summarized financial statements and notes 
for each of the company’s business groups as well as 
the significant accounting policies unique to each 
group and, on pages 32 and 33, the summary of busi¬ 
ness segment financial data. Unaudited supplemental 
financial information regarding inflation is presented 
on pages 61 and 62. 

Certain reclassifications have been made in 
the 1982 and 1981 financial statements to conform to 
current accounting classifications. 

Basis for assignment of debt and related interest 
expense 

Debt and the related interest expense have been 
assigned to the business groups as incu rre d bv those 
groups«, Coi i poraIe dC'bris'fegarty' the responsibility of 
'Sears, Roebuck and Co., Sears Roebuck Acceptance.. - 
Corp. (SRAC) or Sears Overseas Finance N.V.;Xhe 
debt financing decisions-of these-units are Corporate 
decisions. A portion of the pooled Corporate debt is 
allocated on a consistent basis to Sears Merchandise 
Group to the extent necessary to finance domestic 
customer receivables. The remaining portion of 
Corporate debt has generally not been allocated to the 
business groups but has been combined with inter¬ 
nally generated funds for various purposes such as 
dividends, acquisitions, non-portfolio investments 
and stock repurchases. 

Income taxes 

The results of operations of the business groups, ex¬ 
cept life insurance and foreign operations, are includ¬ 
ed in the consolidated federal income tax return of 
Sears, Roebuck and Co. Tax liabilities and benefits 
are allocated as generated by the respective business 
groups, whether or not such benefits would be 
currently available on a separate return basis. U.S. 
income and foreign withholding taxes are not provid¬ 
ed on unremitted earnings of international affiliates 
which the company considers to be permanent invest¬ 
ments. The cumulative amount of unremitted income 
totaled $270.1 million at Dec. 31, 1983. 

The investment tax credit is reflected as a 
reduction in current income taxes (flow-through 
method). 

Property and depreciation 

Depreciation is provided principally by the straight- 
line method. 


Goodwill 

Other assets include goodwill of $388.8 and $349.9 
million' at Dec. 31, 1983 and 1982, respectively. 
Goodwill represents the excess of purchase price over 
fair value of the net assets of businesses acquired and 
is amortized on a straight-line basis over 40 years. 

1. Benefit plans 

Expenses for benefit plans are as follows: 


millions Year Ended December 31 



1983 

1982 

1981 

Pension plans 

$281.4 

$251.3 

$259.0 

Savings and Profit Sharing Fund of 
Sears Employees: 

Defined Contribution 

115.9 

68.1 

37.2 

Employee Stock Ownership 
Feature 

25.9 



Other plans 

22.8 

18.6 

19.4 

Tola) 

$446.0 

$338.0 

$315.6 


Pension plans 

Substantially all full-time domestic employees and 
certain part-time employees are eligible to participate 
in noncontributory defined benefit plans after meeting 
age and service requirements. Substantially all Cana¬ 
dian employees are eligible for contributory defined 
benefit plans. Pension benefits are based on length of 
service, average annual compensation and, in certain 
plans. Social Security or other benefits. The company 
expenses and funds the current costs of its qualified 
pension plans. 

Plan benefits and net assets for the company’s 
defined benefit pension plans, as of Jan. 1, 1983 and 
1982, are as follows: 


millions 

1983 

(982 

Plan benefits 



Vested 

$1,726.8 

$1,297.7 

N on-vested 

139.5 

120.7 

Total plan benefits 

$1,866.3 

$1,418.4 

Net assets available for plan benefits 

$2,144.1 

$1,440.4 


Plan benefits represent the aetuarially computed pre¬ 
sent value of pension benefits which employees have 
earned based upon compensation and length of ser¬ 
vice, assuming voluntary termination of employ¬ 
ment as of Jan. 1, 1983 and 1982 (vested benefits), or 
have accrued irrespective of vesting provisions of the 
plan (total plan benefits). The assumed rate of return 
used in determining the present value of plan benefits 
was principally eight per cent. 

During 1982, the company modified certain 
assumptions used to determine the annual contribu¬ 
tions to its domestic pension plans. Changes in the 
rate of employee termination, the assumed rate of re¬ 
turn on the investment portfolio and other actuarial 
assumptions resulted in a decrease in the 1982 pen¬ 
sion cost of approximately $50 million. 

















Notes to Consolidated Financial Statements continued 


The company has domestic non-qualified un¬ 
funded pension plans to supplement the primary pen¬ 
sion plans. These additional plans ensure that retired 
employees can be paid their total accrued benefits 
under the benefit formula. 


Profit sharing plan 

Employees of Sears, Roebuck and Co., Allstate and 
certain, domestic subsidiaries are eligible to become 
members of The Savings and Profit Sharing Fund of 
Sears Employees. The company contributes six per 
cent of consolidated income, as defined, before federal 
income taxes and profit sharing contributions. The 
company contribution is allocated to the business 
groups and Corporate based on six per cent of their 
respective earnings or losses. 

Beginning in 1983, the company makes an 
additional contribution under the Employee Stock 
Ownership Feature equal to one-half of one per cent 
of the total payroll of all eligible employees and 
receives an equal federal income tax credit. This con¬ 
tribution is used to acquire company stock for alloca¬ 
tion to each eligible employee based upon total com¬ 
pensation up to $18,000. 


2. Supplementary income statement information 



millions 


Year Ended December 31 




1983 

1982 

1981 

Advertising costs (excluding catalog) 

$898.8 

$719.7 

$680.1 

Maintenance and repairs 


229.9 

195.3 

185.2 

Taxes, other than payroll and income 




Property 


168.8 

143.3 

120.2 

Premium 


140.8 

129.8 

118.4 

Other 


120.3 

109.6 

106.6 

Provision for uncollectible accounts 

151.4 

121.7 

130.2 

Realized foreign currency exchange 




gains (losses), net of profit sharing 




and income taxes 


2.3 

(38.4) 

(7.4) 

Interest capitalized 


13.3 

13.4 

17.5 

3. Quarterly results (unaudited) 

millions, except per share data 



Realized 


Net 


Operating 

capital 


income 

Total 

income gains and 

Net 

per 

Quarter revenues 

(loss) 

other 

income 

share 

1983 Fourth $10,816.9 

$900.70) 

$42.8 

$582.7 

$1.65 

Third 8,933.4 

378.1 

3.5 

288.8 

.81 

Second (2 > 8,647.2 

383.5 

37.7 

311.2 

.89 

First< 2 > 7,485.4 

103.7 

42.2 

159.5 

.45 

1982 Fourth $8,872.1 

$667.20) 

$41.8 

$459.4 

$1.31 

Third 7,508.2 

238.4 

(33.4) 

166.7 

.48 

Second 7,203.4 

143.6 

30.5 

163.7 

.47 

First 6,436.1 

(38.6) 

31.8 

71.4 

.20 

1981 Fourth $8,033.5 

$458.00) 

$13.5 

$333.1 

$1.05 

Third 6,826.3 

43.8 

69.3 

129.7 

.42 

Second 6,662.2 

88.4 

35.3 

134.5 

.42 

First 5,835.4 

(128.1) 

65.5 

52.8 

.17 


0) Fourth quarter LIFO adjustments were credits of $84.8, $103.3 
and $32.7 million in 1983, 1982 and 1981, respectively, com¬ 
pared with charges of $55.9, $75.9 and $127.0 million for the 
first nine months of the respective years. 

< 2 ') First and second quarter results of 1983 were restated to reflect 
the consolidation of Simpsons-Sears. 


4. Income taxes 

Income before income taxes, equity in net income of 
unconsolidated companies and minority interest is as 
follows: 


millions Year Ended December 31 



1983 

1982 

1981 

Domestic 

$1,825.7 $1,080.1 

$615.8 

Foreign 

66.5 

1.2 

29.9 

Total 

$1,892.2 $1,081.3 

$645.7 

Federal, state and foreign income taxes include: 

millions 

Year Ended December 31 


1983 

1982 

1981 

Provision 




Current 




Domestic 

$132.6 

$142.5 

$ 30.3 

Investment tax credit 

(29.9) 

(34.6) 

(21.0) 

Foreign 

27.3 

6.6 

16.7 

Total current 

130.0 

114.5 

26.0 

Deferred 




Installment sales 

425.4 

62.0 

(44.1) 

Depreciation 

20.5 

24.1 

13.9 

Retirement incentive 

11.9 

10.9 

8.0 

Life insurance reserves 

11.1 

9.5 

19.9 

Maintenance agreement income 

(32.4) 

(10.0) 

(14.5) 

Pension expense 

(•2) 

14.9 

12.5 

Other 

5.0 

5.7 

(11.6) 

Total deferred 

441.3 

117.1 

05.9) 

Financial statement income tax 




provision 

$571.3 

$231.6 

$ 10.1 

Classification 




Federal income tax 




Current 

$ 67.8 

$ 81.2 

$ (4.9) 

Deferred 

387.4 

104.8 

.5 

State income tax 




Current 

34.9 

26.7 

14.2 

Deferred 

55.7 

8.9 

.4 

Foreign income tax 




Current 

27.3 

6.6 

16.7 

Deferred 

(1.8) 

3.4 

(16.8) 

Financial statement income tax 




provision 

$571.3 

$231.6 

$ 10.1 

A reconciliation of the statutory federal income tax 

rate to the effective income tax rate is as follows: 

millions 

Year Ended December 31 


1983 

1982 

1981 

Statutory federal income tax rate 

46.0% 

46.0% 

46.0% 

State income taxes, net of federal 




income taxes 

2.6 

1.8 

1.2 

Tax exempt income 

(12.1) 

(17.8) 

(24.2) 

Dividends received exclusion 

(2.7) 

(5.5) 

(9.1) 

Investment tax credit 

(1.6) 

(3.2) 

(3.2) 

Capital gains deduction 

(.9) 

(2.6) 

(5.5) 

Consolidated tax return adjustment 

— 

— 

(2.7) 

Other 

(LI) 

2.7 

(-9) 

Effective income tax rate 

30.2% 

21.4% 

1.6% 








































5. Corporate 

Corporate operations include revenues and expenses 
which are of an overall holding company nature, 
including that portion of administrative costs and 
interest which is not allocated to the company’s 
business groups. Prior year amounts have been 
restated to reflect the allocation of goodwill to Dean 
Witter Financial Services Group and Coldwell Banker 
Reai Estate Group previously included in 
Corporate. The Corporate statements of income 
consist of: 


millions 

Year Ended December 31 


1983 

1982 

1981 

Revenues 

$ 116.9 

$119.5 

$105.1 

Interest expense 

257.9 

272.7 

284.6 

Operating expenses 

134.2 

111.1 

66.2 

Operating loss 

(275.2) 

(264.3) 

(245.7) 

Other income 

9.1 

.2 

22.4 

Income tax benefit 

135.5 

139.9 

119.9 

Net corporate expense 

Equity in net income of business 

(130.6) 

(124.2) 

(103.4) 

groups 

1,472.8 

985.4 

753.5 

Consolidated net income 

$1,342.2 

$861.2 

$650.1 

6. Short-term borrowings consisted of: 

millions 


December 31 



1983 

1982 

Commercial paper 

$2,516.8 

$1,842.1 

Agreements with bank trust departments 

942.0 

634.2 

Bank Joans 


817.5 

284.7 

Other loans (principally foreign) 


319.3 

59.1 

Total short-term borrowings 

$4,595.6 

$2,820.1 


The company had unused lines of bank credit approx¬ 
imating $7.8 billion and a $2.0 billion dollar revolv¬ 
ing credit agreement through SRAC with a group of 
banks at Dec. 31, 1983. Domestic credit lines are re¬ 
newable annually at various dates and provide for 
loans of varying maturities at the prime rate. The 
company maintains informal compensating balances 
or pays commitment fees in connection with certain 
lines of credit. There are no material restrictions on 
the use of funds constituting compensating balances. 

At Dec. 31,1983, the revolving credit 
agreement supports $2.0 billion of commercial paper 
that has been classified as long-term debt. SRAC in¬ 
tends to maintain more than $2.0 billion of commer¬ 
cial paper outstanding during the next twelve months. 
If needed, SRAC can refinance this debt on a long¬ 
term basis using the revolving credit agreement. 


7. Long-term debt was as follows: 


millions 

December 31 

Issue 

1983 

1982 

Sears, Roebuck and Co. 

4-%% Sinking Fund Debentures, due 1983 

$ — 

$ 70.0 

13'/2% Note, due 1984 

50.0 

50.0 

7Yj% Debentures, due 1985 

250.0 

250.0 

10‘/ 4 % Notes, due 1988 

200.0 

— 

14%% Notes, due 1989 

250.0 

250.0 

13'/4% Notes, due 1992 

250.0 

250.0 

6%% Sinking Fund Debentures, due 1993 

55.5 

64.3 

8%%Sinking Fund Debentures, due 1995 

86.2 

91.8 

6% Debentures, $300 million face value, due 
2000, effective rate 14.8% 

139.5 

137.2 

7% Debentures. $300 million face value, due 
2001, effective rate 14.6% 

156.5 

154.9 

8% Sinking Fund Debentures, due 2006 

214.5 

214.5 

7%% Sinking Fund Debentures, due 2007 

261.4 

261.4 

10V<% Sinking Fund Debentures, due 201 3 

250.0 

— 

Capitalized lease obligations 

106.8 

116.5 

Sears Roebuck Acceptance Corp. 

Commercial paper backed by revolving 
credit agreement 

2,000.0 

2,000.0 

9.98% Variable Interest Notes 
(8.79% at Dec. 31, 1982), 
payable 13 months after demand 

372.0 

447.0 

8Vs% Debentures, due 1986 

125.0 

125.0 

7%% to 9%% Allstate Financial Corporation 
Notes, due 1986 to 1987 

150.0 

150.0 

9%% to 9%% Notes, due 1983-1989 

106.8 

107.8 

14%% to 14%% Notes, due 1984-1989 

250.0 

250.0 

9%% Notes.due 1984-1991 

48.1 

56.5 

Sears Overseas Finance N.V. (guaranteed 
by Sears, Roebuck and Co.) 

6%% Yen Bonds, Scries No. 1, due 1984 

86.4 

85.4 

10'/4% Dutch Guilder Notes, due 1987 

32.7 

38.0 

6'/2% Swiss Franc Notes, due 1988 

91.7 

99.8 

11 %% Notes, due 1988 

125.0 

_ 

13%% Notes, due 1988 

100.0 

100.0 

13%% Notes, due 1990 

38.1 

6.6 

10%% Notes, due 1991 

150.0 

— 

Zero Coupon Notes, $400 million face value, 
due 1992. effective rate 15.0% 

128.5 

111.8 

11%% Notes, due 1993 

150.0 

— 

7% Swiss Franc Notes, due 1993 

57.8 

— 

Zero Coupon Bonds, $400 million face 
value, due 1994, effective rate 12.826% 

114.2 

101.2 

Homart Development Co. 

11'/2% Notes, due 1985-1990 

20.3 

20.1 

6%% to 12'/2% Mortgage notes, due 1991 
to 20)3 

195.8 

132.3 

Notes payable to banks 

45.4 

— 

Simpsons-Sears Limited 

5%% to 8'/4% First Mortgage Bonds, due 
1985 to 1993 

30.0 


4%% to 11'/4% Debentures, due 1988 to 1995 44.5 

_ 

Floating Rate Debentures, due 1987 

90.0 

_ 

Capitalized lease obligations 

123.1 

— 

Mortgage and bond indebtedness of 
subsidiaries 

18.7 


Simpsons-Sears Acceptance Company 

Limited 

5%%to 17%%Secured Debentures, due 1985 
to 1989 

360.9 


Other subsidiaries 

Notes payable, mortgages and capitalized 
lease obligations 

79.9 

74.0 

Total long-term debt 

$7,405.3 

$5,816.1 



























Notes to Consolidated Financial Statements continued 


As of Dec. 31, 1983, long-term debt maturities, ex¬ 
cluding $356.0 million of notes payable 13 months or 
more after demand which have no specified maturi¬ 
ties and commercial paper which is classified as long¬ 
term debt, are as follows: 


Year Ending December 31 

millions 

1984 

$289.1 

1985 

489.1 

1986 

293.1 

1987 

339.6 

1988 

637.4 


During 1982 and 1981 the company exchanged com¬ 
mon shares for $36.9 million and $40.6 million 
principal amounts of long-term debt, resulting in 
gains of approximately $ 16.4 and $ 16.0 million. 


8. Leases 

The company leases certain stores, office facilities, 
computers and automotive equipment. 

Operating and capital lease obligations are 
based upon contractual minimum rates and, for cer¬ 
tain stores, amounts in excess of these minimum rates 
are payable based upon specified percentages of sales. 
Certain leases include renewal or purchase options. 
Operating lease rentals were $425.3, $332.1 and 
$244.7 million, including contingent rentals of $39.9, 
$38.5 and $40.1 million, for the years ended Dec. 31, 
1983, 1982 and 1981. 

Minimum fixed lease obligations, excluding 
taxes, insurance and other expenses payable directly 
by the company, for leases in effect as of Dec. 31, 
1983 are: 



millions 

Capital 

leases 

Operating 

leases 

1984 

$ 33.6 

$ 264.2 

1985 

33.2 

223.5 

1986 

32.2 

187.1 

1987 

31.3 

158.1 

1988 

30.1 

122.9 

After 1988 

531.3 

908.0 

Minimum payments 

691.7 

1,863.8 

Executory costs (principally taxes) 

57.6 


Implicit interest 

403.6 


Present value of minimum lease payments, 
principally long-term 

230.5 



9. Pending legal proceedings 
Various legal actions and governmental proceedings 
are pending against Sears, Roebuck and Co. and its 
subsidiaries, many involving ordinary routine litiga¬ 
tion incidental to the businesses engaged in. Other 


matters contain allegations which are nonroutine and 
involve compensatory, punitive or antitrust treble 
damage claims in very large amounts, as well as other 
types of relief. The consequences of these matters are 


not presently determinable but, in the opinion of 
management, the ultimate liability resulting, if any, 
will not have a material effect on the shareholders’ 
equity of the company. 

10. Shareholders’ equity 

Dividend payments are restricted by several statutory 
and contractual factors, including: 

Certain indentures relating to the long-term 
debt of Sears, Roebuck and Co., which represent the 
most restrictive contractual limitation on the 
payment of dividends, provide that the company can¬ 
not take specified actions, including the declaration of 
cash dividends, which would cause its consolidated 
unencumbered assets, as defined, to fall below 150 per 
cent of its consolidated liabilities, as defined. At Dec. 
31, 1983 and 1982, $206.5 million and $948.9 
million, respectively, in retained income could be 
paid in dividends to shareholders under the most re¬ 
strictive indentures. At Jan. 6, 1984 Dean Witter 
short-term borrowings from Sears, Roebuck and Co. 
were repaid which increased consolidated 
unencumbered assets to approximately $800 million 
as of that date. 

^^-The Illinois Insurance Holding Company 
Systems Act permits Allstate Insurance Company to 
pay, without regulatory approval, dividends to Sears, 
Roebuck and Co. during any 12 month period in an 
amount up to the greater of 10 per cent of surplus (as 
regards policyholders) or its net investment income 
(as defined) as of the preceding Dec. 31. Approximately 
$777.0 million of Allstate’s retained income at Dec. 
31, 1983 has no restriction relating to distribution 
during 1984 which would require prior approval of 
the Illinois Department of Insurance. 

The capital of certain foreign operations, 
Allstate Life Insurance Company and Sears Savings 
Bank at Dec. 31, 1983 includes approximately $570.7 
million which, if distributed, would be subject to in¬ 
come taxes. It is not contemplated that such amounts 
will be distributed in a manner which would create 
additional tax liabilities. 

Dean Witter Reynolds Inc. is subject to the 
Securities and Exchange Commission’s Uniform Net 
Capital Rule and the New York Stock Exchange’s 
Growth and Business Capital Rule. Under these rules 
the declaration of dividends may be restricted. At 
Dec. 31, 1983, approximately $129.3 million of Dean 
Witter Financial Services Group’s retained income 
was available for the declaration of dividends to 
Sears, Roebuck and Co. 

As of Dec. 31, 1983, subsidiary companies 
can remit to Sears, Roebuck and Co. in the form of 
dividends approximately $2.6 billion, after payment 
of all related taxes, without prior approval of regula¬ 
tory bodies or violation of contractual restrictions. 
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Stock option plans: Options to purchase common 
stock of the company have been granted to employees 
under various plans at prices equal to the fair market 
value of the stock on the dates the options were grant¬ 
ed. Certain options contain surrender rights which 
permit the optionee to exercise the stock appreciation 
right (SAR) and receive the excess of current market 
price over option price in cash. In addition, the com¬ 
pany may pay to the optionee in connection with cer¬ 
tain options or SARs an amount generally equal to 46 
per cent (or such lower maximum corporate federal 
income tax rate as then is in effect) of the difference 
between the market price and the option price. Op¬ 
tions and SARs are generally exercisable in four 
equal, annual cumulative installments beginning one 
year after the date of grant, and generally expire in 10 
or 12 years. All cash payments are subject to the con¬ 
sent of the Compensation Committee. 

Changes in stock options for the three years 
ended Dec. 31. 1983 are as follows: 


thousands of shares 

Year Ended December 31 


1983 

1982 

1981 

Beginning balance 

12.571.7 

13,826.9 

11,345.1 

Granted 

4.259.5 (a) 

238.6 

5,180.6 

Exercised 

(2.602.3)(b) 

(890.3) 

(13.9) 

Cancelled or expired 

(500.3)(c) 

(603.5) 

(2,684.9) 

Ending balance 

13.728.6 (d) 

12,571.7 

13,826.9 

Reserved for future grant 

4.509.4 (c) 

8.577.7 

2.579.3 

Exercisable. 

6,170.2 

6.744.0 

5.246.8 


(a) Consists of 3.538.9 thousand options granted at $40.19 and 
720.6 thousand options granted at prices ranging from $29.38 
to $39.50. ail under the 1982 Plan. 

(b) Consists of 405.6 thousand shares under the 1967 Plan at a 
price of $26.10. 1.303.4 thousand shares under the 1972 Plan 
at a price from $ 15.94 to $33.29. 832.9 thousand shares under 
the 1978 Plan at a price from $15.94 to $24.94, 5.5 thousand 
shares under the 1982 Plan at a price of$ 19.00. 21.3 thousand 
shares assumed in connection with the acquisition ofColdwell, 
Banker & Company at a price from $4.97 to $7.00 and 33.6 
thousand SARs exercised under the Coldwell Banker Plan 
with an option price from $4.97 to $7.00. 

(c) The options that expired or were cancelled in 1983 were 
previously granted at prices ranging from $4.97 to $33.29. 

(d) Consists of 473.6, 5,817.7, 2.922.6. 4,475.2 and 39.5 thousand 
shares under the 1967. 1972, 1978. 1982 and Coldwell Banker 
Plans, respectively. SAR's are attached to 93.5.410.7 and 28.2 
thousand shares under the 1978. 1982 and Coldwell Banker 
Plans, respectively. 

(e) Shares reserved for future grant total 2,990.1 thousand for the 
1978 Plan and 1,519.3 thousand for the 1982 Plan, 


The expiration dates of options outstanding 
at Dec. 31,1983 ranged from Jan. 12,1984 to Sept. 1, 
1995. The weighted average purchase price per share 
was $26.10, $20.88, $16.91, $37.52 and $7.00 for out¬ 
standing options under the 1967, 1972, 1978, 1982 
and Coldwell Banker Plans, respectively. On Dec. 31, 
1983, there were approximately 14,700 optionees. 










Sears Merchandise Group 
Statements of Income 


millions 


Year Ended December 31 


1983 

1982 

1981 

Revenues 

Merchandise sales and services 

$23,500.7 

$19,417.5 

$19,052.6 

Finance charge revenues 

1,588.6 

1,249.6 

1,149.0 

Total revenues 

25,089.3 

20,667.1 

20,201.6 

Costs and expenses 

Cost of sales, buying and occupancy 

15,692.5 

12,903.8 

12,917.9 

Selling and administrative 

7,202.3 

6,181.2 

5,967.0 

Interest 

745.5 

699.8 

807.7 

Total costs and expenses 

23,640.3 

19.784.8 

19,692.6 

Operating income 

1,449.0 

882.3 

509.0 

Other loss 

(9.0) 

(67.3) 

(25.7) 

Income before income taxes, equity in net income of unconsolidated 
companies and minority interest 

1,440.0 

815.0 

483.3 

Income taxes 

687.8 

396.7 

214.3 


752.2 

418.3 

269.0 

Equity in net income of unconsolidated companies and minority interest 

29.2 

13.7 

16.0 

Group income 

$ 781.4 

$ 432.0 

$ 285.0 


Statements of Financial Position 

millions 


December 31 


1983 

1982 

Assets 



Current assets 



Cash 

$ 201.4 

$ 264.7 

Retail customer receivables (note 2) 

11,065.8 

8.009.7 

Less: Allowance for uncollectible accounts and unearned finance charges 

177.1 

152.8 


10,888.7 

7.856.9 

Other receivables 

232.0 

176.9 

Inventories 

3.617.0 

3.143.9 

Prepaid expenses and deferred charges 

773.5 

605.2 

Total current assets 

15,712.6 

12.047.6 

Property and equipment 



Land 

278.7 

255.5 

Buildings and improvements 

2,873.5 

2,626.4 

Capitalized building leases 

303.5 

190.7 

Furniture, fixtures and equipment 

2,344.1 

1,970.1 


5,799.8 

5,042.7 

Less accumulated depreciation 

2,653.7 

2,330.5 


3,146.1 

2,712.2 

Investments in and advances to unconsolidated companies 

247.8 

359.8 

Goodwill 

40.6 

— 

Total assets 

19,147.1 

15,119.6 

Liabilities 



Current liabilities 



Short-term borrowings 

2,823.2 

1,588.2 

Accounts payable and accrued expenses 

1,861.5 

1,396.1 

Deferred income taxes 

1,770.7 

1,333.2 

Unearned maintenance agreement income 

577.7 

485.9 

Other taxes 

329.8 

280.4 

Total current liabilities 

7,362.9 

5,083.8 

Long-term debt and capitalized lease obligations 

5,909.4 

4,201.8 

Deferred income taxes 

250.4 

232.1 

Minority interest and other 

192.1 

15.4 

Total liabilities 

13,714.8 

9,533.1 

Capital 

$ 5,432.3 

$ 5,586.5 


48 


See notes to Consolidated and Sears Merchandise Group financial statements. 





























Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1983 

1982 

1981 

Sources of operating funds 




Group income 

S 781.4 

$ 432.0 

$ 285.0 

Deferred income taxes 

458.1 

73.5 

(40.3) 

Depreciation 

289.5 

241.4 

239.2 

Increase in unearned maintenance agreement income 

79.8 

47.8 

50.9 

Dividends from unconsolidated companies greater (less) than equity in net 




income 

(31.3) 

5.0 

3.5 

From operations 

1,577.5 

799.7 

538.3 

Increase in accounts payable and other liabilities 

401.2 

75.1 

141.5 

Total available operating funds 

1,978.7 

874.8 

679.8 

Uses of operating funds 




Increase in retail customer receivables before sale of accounts 

1,631.5 

659.3 

494.2 

Net additions to property and equipment 

366.9 

339.1 

263.4 

Increase in inventories 

64.4 

123.6 

388.5 

Increase (decrease) in other assets 

161.1 

(10.6) 

64.0 

Total operating funds used 

2,223.9 

1.111.4 

1.210.1 

Net funds used for operations before acquisition and financing transactions 

(245.2) 

(236.6) 

(530.3) 

Net increase in borrowings 

2,089.6 

390.4 

303.7 

Funds and assets remitted to Corporate 

(929.4) 

(347.0) 

(185.2) 

Increase (decrease) in customer receivable balances sold 

(859.4) 

177.1 

315.2 

Purchase of additional interest in Simpsons-Sears 

(171.9) 

— 

— 

Consolidation of Simpsons-Sears. excluding cash of $5.5 (note 1): 




Property and equipment 

(403.4) 

— 

— 

Long-term debt 

690.8 

— 

— 

Net current assets and liabilities 

(814.2) 

— 

— 

Minority interest 

169.9 

__ 

— 

Investment in Simpsons-Sears 

362.4 

— 

— 

Net assets of subsidiaries disposed of (note 3) 

57.8 

12.9 

— 

Change in investments and advances to unconsolidated companies 

(10.3) 

(.6) 

39.4 

Net acquisition and financing transactions 

181.9 

232.8 

473.1 

Increase (decrease) in cash 

S (63.3) 

$ (3.8) 

$ (57.2) 

Sec notes to Consolidated and Sears Merchandise Group financial statements. 

Notes to Summarized Sears Merchandise Group 

Financial Statements 


Summary of significant accounting policies 


Basis of presentation 

The financial statements include the domestic and in¬ 
ternational merchandising and customer credit opera¬ 
tions of Sears, Roebuck and Co. and certain wholly 
owned domestic subsidiaries directly related to retail 
distribution. The, Group previously reported its 
operations separately as Merchandising, Credit and 
International. 

The investment in Simpsons-Sears Limited 
of Canada was carried at cost plus equity in undis¬ 
tributed income through Dec. 31, 1982. As described 
in Note I, Simpsons-Sears is consolidated beginning 
Jan. 1, 1983. 

Unconsolidated companies 

The principal domestic companies, all manufacturers, 


where ownership equals 20 per cent or more and 
which are carried at cost plus equity in undistributed 
net income since acquisition are: 

Roper Corporation (33% owned) 

DeSoto, Inc. (31% owned) 

Kellwood Company (21% owned) 
Universal-Rundle Corporation (58% owned) 

Swift Textiles, Inc. (20% owned) 

Inventories 

Inventories of the domestic operations are valued at 
the lower of cost (using the last-in, first-out—LIFO 
method) or market by application of the Bureau of 
Labor Statistics price indices to inventories at their 
selling value. The LIFO method of inventory 

















Notes to Summarized Sears Merchandise Group 
Financial Statements continued 


valuation is used because this method results in a bet¬ 
ter matching of costs and revenues. In 1983, the LIFO 
adjustment to cost of sales was a credit of $29.0 mil¬ 
lion, compared with a credit of $27.4 million in 1982 
and a charge of $94.3 million in 1981. If the first-in, 
first-out (FIFO) method of inventory valuation had 
been used instead of the LIFO method, inventories 
would have been $488.4 and $517.4 million higher at 
Dec. 31, 1983 and 1982, respectively. 

Inventories of the foreign operations, which 
represent 13.5 per cent of Group inventories, are 
stated at the lower of cost (FIFO basis) or market as 
determined by the retail inventory method for store 
inventories and specific identification for warehouse 
inventories. 

Finanee charge revenues 
Finance charges on customer credit accounts are 
recognized as earned. Unearned finance charges on 
installment sales contracts are recognized over the 
contract lives. 

Debt and related interest expense 
The debt of the domestic credit operations is legally 
the responsibility of Sears, Roebuck and Co., Sears 
Roebuck Acceptance Corp. (SRAC) or Sears Overseas 
Jjinance N.V. (SOFNV), and amounted to $7.4 and 
$5.5 billion at Dec. 31, 1983 and 1982, respectively. 
For the past five years, the per cent of pooled corpo¬ 
rate debt and related interest expense allocated to the 
Group to finance receivables growth has ranged from 
81.3 per cent in the year ended Dec. 31, 1979 to 79.2 
per cent in the year ended Dec. 31, 1983. Allocation 
of short-term and long-term debt is based on the 
proportionate composition of the pooled corporate 
debt, and interest expense on the average debt out¬ 
standing is charged at a rate equal to the average cost 
of all funds borrowed by Sears, Roebuck and Co., 
SRAC and SOFNV. 

1. Simpsons-Sears Limited 
Effective July 5, 1983, the company increased its in¬ 
terest in Simpsons-Sears from 40.3 per cent equity- 
owned (50.0 per cent voting stock-owned) to 60.5 per 
cent equity-owned (75.0 per cent voting stock-owned) 
for a purchase price of $ 171.9 million in cash. As a re¬ 
sult, the statement of financial position at Dec. 31, 

1983 includes Simpsons-Sears on a consolidated basis 
rather than as an investment accounted for on the 
equity method, and the statement of income for the 
year ended Dec. 31, 1983 consolidates Simpson^ 

Sears results of operations. Concurrently with the4\ 

s 


consolidation, the annual period in which Simpsons- 
Sears results are reflected in Sears, Roebuck and Co.’s 
financial statements was changed to a calendar year 
from a fiscal year ending approximately two months 
prior to Dec. 31. For the transition, two months of 
Simpsons-Sears 1982 net income is included on an 
equity basis in 1983. 

This partial acquisition was accounted for as 
a purchase, with goodwill of$41.6 million recognized. 
Pro forma Group revenues for the year ended Dec. 
31,1982, assuming the purchase had occurred on Jan. 

1,1982 and reflecting the change from an equity basis 
investment to a consolidated subsidiary with a com¬ 
parable year end, were $23.3 billion, an increase of 
$2.6 billion. The pro forma impact on net income was 
not significant. 

2. Retail customer receivables 

The Group has sold selected revolving charge account 
balances, with proceeds of$206.5 million, $1.3 billion 
and $1.2 billion received in 1983, 1982 and 1981, re¬ 
spectively. As of Dec. 31, 1983 and 1982, the ag¬ 
gregate outstanding balances in such accounts were 
$613.3 million and $1.5 billion. The Dec. 31, 1983 
balance consisted of $292.1 million under an 
agreement, which expired on Jan. 31, 1983, that had 
provided for additional sales on a monthly basis and 
$321.2 million under four agreements without future 
sales provisions. 

Receivables are sold either at a discount to 
non-recourse purchasers or with a limited repurchase 
liability for balances ultimately determined to be un¬ 
collectible. Under each arrangement the purchaser 
receives all cash collections and finance charge reve¬ 
nues and the Group is paid a fee for administering the 
accounts sold. 

Retail customer receivables shown in the ac¬ 
companying statements of financial position include 
approximately $2.5 billion of domestic accounts and 
$198.4 million of foreign accounts at Dec. 31, 1983 
which will not become due within one year. These 
receivables are expected to earn finance charge reve¬ 
nue at annual percentage rates ranging from 10 to 21 
per cent for the domestic accounts and 19 to 29 per 
cent for the foreign accounts. 

3. Disposition of subsidiaries 

Operations in Brazil and Venezuela were disposed of 
in 1983 and operations in Spain were sold in 1982. 
Operations in Central America were also closed dur¬ 
ing the past two years. The disposition of these sub¬ 
sidiaries resulted in after-tax losses of $33.9 million 
and $2.6 million in 1983 and 1982, respectively. 
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Allstate Insurance Group 
Statements of Income 


millions 


Year Ended December 31 


1983 

1982* 

1981* 

Revenues 




Property-liability insurance premiums earned 

$6,351.5 

$5,909.7 

$5,450.5 

Life-health insurance premium income 

924.3 

790.3 

625.3 

Non-insurance revenues 

41.1 

42.3 

36.9 

Investment income, less investment expense (note 1) 

807.4 

716.8 

631.8 

Total revenues 

8,124.3 

7,459.1 

6,744,5 

Costs and expenses 




Property-liability insurance claims and claims expense 

5,121.6 

4,780.7 

4,564.5 

Life-health insurance policy benefits 

776.3 

664.3 

514.2 

Policy acquisition costs (note 3) 

1,308.5 

1,218.1 

1,072.3 

Other operating costs and expenses 

501.4 

436.2 

363.9 

Total costs and expenses 

7,707.8 

7,099.3 

6,514.9 

Income before incomes taxes, net realized capital gains, equity in net income of 




unconsolidated companies and minority interest 

416.5 

359.8 

229.6 

Income tax benefit 

(104.9) 

(86.3) 

(128.3) 


521.4 

446.1 

357.9 

Realized capital gains, less income taxes of $16.5, $11.8 and $24.6 

41.8 

31.2 

• 58.0 

Equity in net income (loss) of unconsolidated companies 

(3.2) 

1.6 

1.5 

Minority interest 

(4.9) 

(3.8) 

(3.0) 

Group income 

$ 555.1 

$ 475.1 

$ 414.4 


Statements of Financial Position 

millions 


December 31 


1983 

1982* 

Assets 



Investments (note 1) 



Bonds and redeemable preferred stocks, at amortized cost (market $7,174.0 and $5,787.6) 



State and municipal 

$ 6,521.3 

$ 5,509.7 

Other 

1,636.9 

1,605.2 


8,158.2 

7,114.9 

Common and preferred stocks, at market (cost $1,408.9 and $1,482.4) 

1,759.7 

1,723.2 

Mortgage loans 

602.1 

484.4 

Short-term 

182.4 

228.2 

Other 

500.3 

492.4 

Total investments 

11,202.7 

10,043.1 

Premium installment receivables 

800.5 

729.8 

Deferred policy acquisition costs (note 3) 

385.3 

334.8 

Property and equipment, net 

269.9 

276.2 

Accrued investment income 

210.9 

167.3 

Cash 

108.6 

121.2 

Investments in unconsolidated companies 

85.0 

87.3 

Other 

292.5 

258.3 

Total assets 

13,355.4 

12,018.0 

Liabilities 



Reserve for property-liability insurance claims and claims expense (note 2) 

4,863.0 

4,457.4 

Reserve for life-health insurance policy benefits 

1,382.9 

1,198.9 

Unearned premiums 

2,308.8 

2,183.8 

Income taxes 

430.6 

348,7 

Claim drafts outstanding 

199.9 

163.2 

Other liabilities and accrued expenses 

383.7 

344.4 

Total liabilities 

9,568.9 

8,696.4 

Capital (note 1) 

$ 3,786.5 

$ 3,321.6 


See notes to Consolidated and Allstate Insurance Group financial statements. 
•Restated (See Basis of presentation, page 52). 























Allstate Insurance Group 

Statements of Changes In Financial Position 


millions Year Ended December 31 



1983 

1982* 

1981* 

Sources of operating funds 

Group income 

Increase in insurance reserves 

Increase in unearned premiums 

Depreciation 

Deferred income taxes 

Increase in premium installment receivables 

Change in other operating assets and liabilities 

$ 555.1 

589.6 

125.0 

32.0 

29.9 

(70.7) 

(14.8) 

$ 475.1 

521.3 

163.5 

32.4 

16.0 

(77.0) 

30.8 

$ 414.4 

652.3 

113.3 

29.5 

27.6 
(52.9) 

(169.5) 

Total available operating funds 

1,246.1 

1,162.1 

1,014.7 

Uses of operating funds 

Increase in investments at cost 

Net additions to property and equipment 

1,050.2 

25.7 

874.0 

31.6 

761.8 

57.9 

Total operating funds used 

1,075.9 

905.6 

819.7 

Net funds generated from operations before dividends, acquisitions and financing 
transactions 

170.2 

256.5 

195.0 

Dividends paid 

Net capital transactions 

Net assets of acquired life insurance companies 

"(193.1) 

10.3 

(190.0) 

(190.0) 

10.9 

(29.0) 

Dividends, acquisitions and financing transactions 

(182.8) 

(190.0) 

(208.1) 

Increase (decrease) in cash 

S (12.6) 

$ 66.5 

$ (13.1) 

See notes to Consolidated and Allstate Insurance Group financial statements. 
‘Restated (See Basis of presentation). 




Notes to Summarized Allstate Insurance Group 
Financial Statements 





Summary of significant accounting policies 


Basis of presentation 

The financial statements of Allstate Insurance Group 
include those companies of Sears, Roebuck and Co. 
which engage in property-liability insurance, life- 
health insurance and adjunct business operations 
such as Allstate Motor Club. 

Consumer finance operations, previously in¬ 
cluded in the financial statements of Allstate Insur¬ 
ance Group, have been retroactively included in Dean 
Witter Financial Services Group. Mortgage guaranty 
insurance operations, previously included in Coldwell 
Banker Real Estate Group, have been retroactively in¬ 
cluded in Allstate Insurance Group’s property-liabili¬ 
ty insurance operations. 

The financial statements have been prepared 
on the basis of generally accepted accounting prin¬ 
ciples which vary from statutory accounting princi¬ 
ples prescribed or permitted by regulatory authorities. 
On a statutory basis, capital of the property-liability 
operations was $3.2 and $2.8 billion and capital of the 
life-health operations was $307.0 and $300.5 million 
at Dec. 31, 1983 and 1982, respectively. 

Investments 

Bonds and redeemable preferred stocks are carried at 


amortized cost; other preferred and common stocks 
are carried at quoted market values; investments in 
real estate are primarily accounted for by the equity 
method; mortgage loans and other investments are 
carried at amortized cost. 

The difference between cost and market of 
common and non-redeemable preferred stocks, less 
deferred income taxes and minority interest, is reflect¬ 
ed in capital. 

Realized capital gains and losses are deter¬ 
mined on a specific identification basis. 

Property-liability insurance 

Premiums are deferred and earned on a pro rata basis 
over the terms of the policies. Certain costs of acquir¬ 
ing insurance business, principally agents’ compensa¬ 
tion and premium taxes, are deferred and amortized 
to income as premiums are earned. 

The reserve for claims and claims expense is 
an accumulation of the estimated amounts, net of es¬ 
timated salvage and subrogation recoveries, necessary 
to settle all outstanding claims, based upon the facts 
in each case and Allstate’s experience with similar 
cases. 
















Life-health insurance 

Life insurance and annuity premiums are recognized 
as income when due. Health insurance premiums are 
earned over the effective period of the policy. Life in¬ 
surance benefit reserves are computed by the net level 
premium method based upon estimates, at the time 
the policies were issued, of future investment yields, 
withdrawals, mortality and margin for adverse devia¬ 
tions. 

Certain costs of acquiring insurance business, 
principally agents’ compensation, medical examina¬ 
tions and inspection report fees, are deferred and 
amortized to income in proportion to the estimated 
premiums on such business. 

Related party transactions 

Insurance premiums include transactions with Sears, 
Roebuck and Co. and other affiliates. The effect on 
Group revenues and income is not material. 


1. Investments 

Investment income by category of investment is as 
follows: 


millions 

Year Ended December 31 


1983 

1982 

1981 

Bonds and redeemable preferred stocks 
State and municipal 

Other 

$496.8 

149.1 

$402.2 

144.5 

$339.9 

131.4 


645.9 

546.7 

471.3 

Common and preferred stocks 

65.0 

81.1 

75.0 

Mortgage loans 

52.3 

47.3 

44.8 

Short-term 

50.1 

38.2 

41.7 

Other 

11.0 

18.4 

11.4 

Investment income, before expense 

824.3 

731.7 

644.2 

Investment expense 

16.9 

14.9 

12.4 

Investment income, less 
investment expense 

$807.4 

$716.8 

$631.8 


At Dec. 31,1983, the carrying value of all investments, 
excluding common and preferred stocks, that were 
non-income producing during 1983 was $4.2 million. 

Realized capital gains (losses), less income 
taxes, and changes in unrealized capital gains (losses), 
less applicable tax effect and minority interest, for 
bonds and stocks are as follows: 


millions Year Ended December 31 



1983 

1982 

1981 

Bonds and redeemable preferred stocks 

Realized 

$(84.0) 

$(35.3) 

$(39.0) 

Change in unrealized 

245.6 

754.2 

(539.7) 

Common and preferred stocks 

Realized 

124.5 

65.3 

91.7 

Change in unrealized 

82.5 

123.0 

(103.9) 


Unrealized capital gains and losses on com¬ 
mon and preferred stocks included in capital at Dec. 
31, 1983 are as follows: 


Market 

millions Cost Value 

Net 

Gross Unrealized 
Unrealized Gains 

Gains (Losses) (Losses) 

Common and 



preferred stocks $1,408.9 $1,759.7 

$397.6 $(46.8) 

$350.8 

Deferred income tax and minority interest 

(96.8) 

Total 


$254.0 


2. Reinsurance 

Allstate assumes and cedes insurance to participate in 
the reinsurance market, limit maximum losses and 
minimize exposure on large risks. Reinsurance ceded 
arrangements do not discharge Allstate as the primary 
insurer. 

At Dec. 31,1983 and 1982, reserves for insur¬ 
ance claims and policy benefits are shown net of 
amounts ceded to other insurers of $647.5 and $515.2 
million. Insurance premiums assumed totaled $416.7 
and $449.0 million in 1983 and 1982. Insurance 
premiums ceded totaled $296.2 and $278.7 million 
for the same periods. 

3. Policy acquisition costs 

Certain costs of acquiring insurance business, prin¬ 
cipally agents’ compensation and premium taxes, are 
deferred and amortized to income. All other policy 
acquisition costs are charged to income as incurred. 


millions 

Year Ended December 31 


1983 

1982 

1981 

Costs deferred and amortized 
Amount deferred 

Amount amortized to income 

$873.4 

822.9 

$802.7 

758.5 

$706.4 

679.9 


























Coldwell Banker Real Estate Group 
Statements of Income 


millions 


Year Ended December 31 


1983 

1982* 

1981* 

Revenues 




Real estate commissions 

$475.8 

$278.0 

$ - 

Property rentals 

96.4 

102.4 

88.8 

Ancillary fees and other 

131.3 

89.9 

21.3 

Total revenues 

703.5 

470.3 

110.1 

Costs and expenses 




Commissions and direct costs 

332.6 

216.2 

49.8 

Operating and administrative 

335.6 

251.1 

36.5 

Interest 

25.8 

22.9 

17.1 

Total costs and expenses 

694.0 

490.2 

103.4 

Operating income (loss) 

9.5 

(19.9) 

6.7 

Gain on sale of property 

76.7 

126.2 

118.1 

Equity in toss of real estate joint ventures 

(10.2) 

(33.8) 

(15.4) 

Income before income taxes and equity in loss of unconsolidated company 

76.0 

72.5 

109.4 

Income taxes 

27.9 

21.0 

36.4 

Equity in loss of unconsolidated company 

(-D 

— 

— 

Group income 

$ 48.0 

$ 51.5 

$ 73.0 


Statements of Financial Position 

millions 


December 31 


1983 

1982* 

Assets 



Investments 



Real estate investments (note 1) 

$ 568.8 

$ 518.5 

Mortgage loans 

19.5 

20.4 

Investments in and advances to real estate joint ventures (note 2) 

14.5 

6.5 

Total investments 

602.8 

545.4 

Cash and invested cash 

64.1 

66.1 

Commissions and other receivables 

188.7 

169.7 

Office properties and equipment, less accumulated depreciation of $14.7 and $6.1 

89.6 

75.2 

Prepaid expenses and other assets 

99.4 

102.0 

Total assets 

1,044.6 

958.4 

Liabilities 



Long-term debt on property 

290.2 

184.4 

Loans payable 

75.6 

182.5 

Commissions payable 

22.0 

12.7 

Deferred income taxes 

17.6 

31.0 

Other liabilities 

170.1 

116.4 

Total liabilities 

575.5 

527.0 

Capital 

$ 469.1 

$ 431.4 


See notes to Consolidated and Coldwell Banker Real Estate Group financial statements. 
’Restated (see Basis of presentation, page 55). 




























Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1983 

1982* 

1981* 

Sources of operating funds 




Group income 

$ 48.0 

$ 51.5 

$ 73.0 

Carrying value of real estate sold 

46.3 

55.3 

50.4 

Depreciation and amortization 

31.4 

26.3 

13.4 

Deferred income taxes 

(13.4) 

1.6 

5.1 

Equity in loss of real estate joint ventures 

10.2 

33.8 

15.4 

Increase (decrease) in unearned revenues 

.5 

(.6) 

9.7 

From operations 

123.0 

167.9 

167.0 

Decrease (increase) in investments 

72.1 

49.0 

(101.2) 

Total available operating funds 

195.1 

216.9 

65.8 

Lises of operating funds 




Purchase and development of real estate 

203.2 

124.1 

51.1 

Decrease (increase) in loans payable and other liabilities 

44.4 

(3.2) 

(138.4) 

Increase in other assets 

45.0 

73.9 

53.7 

Total operating funds used 

292.6 

194.8 

(33.6) 

Net funds generated (used) from operations before dividends, acquisitions and financing 




transactions 

(97.5) 

22.1 

99.4 

Net increase (decrease) in borrowings 

105.8 

(40.4) 

(40.2) 

Capital contributions 

6.0 

1.8 

197.2 

Dividends paid 

(16.3) 

(29.0) 

(13.6) 

Net assets acquired of Coldwell. Banker & Company 

— 

— 

(194.0) 

Dividends, acquisitions and financing transactions 

95.5 

(67.6) 

(50.6) 

Increase (decrease) in cash and invested cash 

$ (2.0) 

$(45.5) 

$ 48.8 


Sec notes to Consolidated and Coldwcli Banker Real Estate Group financial statements. 
‘Restated (see Basis of presentation). 


Notes to Summarized Coldwell Banker Real Estate Group 
Financial Statements 


Summary of significant accounting policies 


Basis of presentation 

The financial statements of Coldwell Banker Real 
Estate Group include those companies of Sears, 
Roebuck and Co. which develop, manage and act as a 
broker in real estate and provide related financial ser¬ 
vices. The operating results and the analysis of 
changes in financial position are not comparable since 
the results and changes reported for 1981 principally 
include Homart Development Co., while 1982 and 
1983 also include Coldwell, Banker & Company, 
which was acquired on Dec. 31, 1981. Goodwill of 
$82.4 million was recorded at the acquisition and is 
reflected in the Group statements on the restated ba¬ 
sis. In prior year’s financial statements, goodwill was 
included in Corporate. Mortgage guaranty insurance 
operations and certain mortgage banking operations, 
previously included in the financial statements of 


Coldwell Banker Real Estate Group, have been ret¬ 
roactively included in Allstate Insurance Group and 
Dean Witter Financial Services Group, respectively. 

Real estate 

Real estate commissions on sales are credited to in¬ 
come upon close of escrow or upon transfer of title. 
Real estate leasing commissions are credited to in¬ 
come generally upon occupancy by tenant. Sales and 
leasing commissions expense is recorded concurrently 
with the income transactions to which they relate. 
Percentage rental revenue is based on tenant sales and 
is recognized in the period in which the sales occur. 
Initial leasing costs applicable to company-owned real 
estate are deferred and amortized over a 10 year 
period on a straight-line basis. 





















Notes to Summarized Coldwell Banker Real Estate Group 
Financial Statements continued 


1, Real estate investments 

millions 


December 31.1983 


December 31, 1982 



Held for 



Held for 




or under 



or under 



Operating 

development 

Total 

Operating 

development 

Total 

Land 

$ 35.5 

$ 70.7 

$106.2 

$ 29.8 

$ 71.3 

$101.1 

Buildings, improvements and equipment 

438.9 

— 

438.9 

358.3 

2.6 

360.9 

Construction and development costs 

— 

90.6 

90.6 

— 

41.2 

41.2 

Residential property held for resale 

6.7 

.8 

7.5 

— 

74.8 

74.8 


481.1 

162.1 

643.2 

388.1 

189.9 

578.0 

Accumulated depreciation and amortization 

74.2 

2 

74.4 

59.5 

— 

59.5 

Total 

$406.9 

$161.9 

$568.8 

$328.6 

$189.9 

$518.5 


The amount of interest and taxes capitalized in con¬ 
nection with property held for or under development 
was $11.9, $7.0 and $6.4 million for the years ended 
Dec. 31, 1983, 1982 and 1981, respectively. 

2. Real estate joint ventures 
At the end of 1983, Homart was a partner in 19 joint 
ventures formed to develop and operate regional 
shopping centers and other commercial property. 
Homart, with its partners, has jointly and/or severally 
guaranteed $190.9 million in borrowings for joint 
ventures in which it is a partner. 

At Dec. 31, 1983 and 1982, combined joint 
venture assets (primarily shopping centers and 


properties under development) totaled $444.2 and 
$527.1 million and liabilities (primarily long-term 
debt and construction loans) totaled $455.8 and 
$567.1 million, respectively. Joint venture revenues 
for the years ended Dec. 31, 1983, 1982 and 1981 
were $95.7, $90.0 and $75.5 million, respectively. 
Operating losses before gains on property sales were 
$7.2, $36.2 and $18.0 million for the years 1983 
through 1981. Homart’s share of joint venture gains 
on property sales of $5.7, $ 1.3 and $2.8 million for the 
years 1983,1982 and 1981 are included in the caption 
“Gain on sale of property” in the accompanying 
statements of income. 











Dean Witter Financial Services Group 
Statements of Income 


millions 


Year Ended December 31 


1983 

1982* 

1981* 

Revenues 

Commissions 

$ 526.4 

$ 396.6 

$ - 

Interest and fees 

941,1 

780.5 

450.9 

Investment banking 

307.2 

176.5 

— 

Trading 

249.9 

169.1 

— 

Other operating revenues 

83.3 

74.4 

— 

Total revenues 

2,107.9 

1,597.1 

450.9 

Costs and expenses 

Personnel 

Interest 

762.1 

556.6 

35.4 

Savings accounts 

308.8 

265.3 

265.0 

Other 

389.6 

379.8 

154.6 

Other operating costs and expenses 

457.0 

340.4 

33.5 

Total costs and expenses 

1,917.5 

1,542.1 

488.5 

Operating income (loss) 

190.4 

55.0 

(37.6) 

Other income 

— 

— 

1.6 

[ncome taxes (benefit) 

90.0 

28.2 

(17.1) 

Group income (loss) 

$ 100.4 

$ 26.8 

$ (18.9) 


Statements of Financial Position 

millions 


December 31 


1983 

1982* 

Assets 



Cash and invested cash 

$ 650.1 

$ 413.7 

Mortgage, other loans and investments 

4,027.3 

3,371.9 

Securities purchased under agreements to resell 

2,343.0 

1,004.7 

Receivables from clients and others-collateralized 

2,300.0 

1,767.9 

Trading account securities owned, at market (note 2) 

1,756.4 

758.5 

Finance installment notes 

494.9 

563.1 

Other assets 

864.8 

556.0 

Total assets 

12,436.5 

8,435.8 

Liabilities 



Savings accounts and advances from Federal Home Loan Bank (note 3) 

4,319.8 

3,132.8 

Securities sold under repurchase agreements 

3,106.9 

1,332.9 

Payables to clients and others 

1,400.8 

1,322.4 

Short-term borrowings (note 1) 

997.1 

688.1 

Payables to Scars. Roebuck and Co. (note 4) 

625.0 

75.0 

Trading account securities sold-not yet purchased, at market (note 2) 

528.5 

373.9 

Other liabilities and accrued expenses 

497.1 

616.2 

Total liabilities 

11,475.2 

7,541.3 

Capital 

$ 961.3 

$ 894.5 


See notes to Consolidated and Dean Witter Financial Services Group financial statements. 
•Restated (sec Basis of presentation, page 58). 























Dean Witter Financial Services Group 
Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1983 

1982* 

1981* 

Sources of operating funds 




Group income (loss) 

$ 100.4 

$ 26.8 

$(18.9) 

Depreciation and amortization 

27.2 

27.6 

4.2 

Deferred income taxes 

4.1 

10.7 

(1-4) 

From operations 

131.7 

65.1 

(16.1) 

Increase in savings accounts and advances from Federal Flome Loan Bank 

1,187.0 

349.2 

87.6 

Decrease (increase) in finance installment notes 

68.2 

54.2 

(12.0) 

Total available operating funds 

1,386.9 

468.5 

59.5 

Uses of operating funds 




Increase (decrease) in net trading account securities owned 

843.3 

(577.1) 

— 

Increase in mortgage, other loans and investments 

655.4 

453.9 

160.1 

Increase in net receivables from clients and others 

453.7 

299.4 

— 

Decrease (increase) in other liabilities and accrued expenses 

123.2 

(495.4) 

(192.4) 

Net additions to property and equipment 

37.0 

28.7 

3.6 

Increase in other assets 

299.0 

33.8 

7.1 

Total operating; funds used 

2,411.6 

(256.7) 

(21.6) 

Net funds generated (used) from operations before acquisitions and financing transactions 

(1,024.7) 

725.2 

81.1 

Net change in securities agreements to repurchase or resell 

435.7 

(404.0) 

— 

Net increase (decrease) in borrowings 

859.0 

(412.1) 

68.9 

Inter-group capital transactions 

(33.6) 

.6 

580.3 

Net assets acquired of Dean Witter Financial Services Inc. 

__ 

— 

(582.1) 

Acquisitions and financing transactions 

1,261.1 

(815.5) 

67.1 

Increase (decrease) in cash and invested cash 

$ 236.4 

$(90.3) 

$148.2 


See notes to Consolidated and Dean Witter Financial Services Group financial statements’. 
’Restated (see Basis of presentation). 


Notes to Summarized Dean Witter Financial Services Group 
Financial Statements 


Summary of significant accounting pcJicies 


Basis of presentation 

The financial statements of Dean Witter Financial 
Services Group include those companies of Sears, 
Roebuck and Co. which engage in securities brokerage 
and principal trading activity, investment banking, 
mutual fund and money management, savings, loan 
and related services, consumer finance services, and 
mortgage banking. The operating results and the 
analysis of changes in financial position are not com¬ 
parable since the results and changes reported for 
1981 include only the consumer deposit and lending 
operations, while 1982 and 1983 also include Dean 
Witter Financial Services Inc., which was acquired on 
Dec. 31, 1981. Goodwill of $276.5 million at the ac¬ 
quisition date is also reflected in the Group state¬ 
ments. In prior years’ financial statements, goodwill 
was included in Corporate, consumer finance opera¬ 
tions were included in Allstate Insurance Group, and 
mortgage banking operations were included in Cold- 
well Banker Real Estate Group. 


Securities-related transactions 
Securities transactions are recorded on settlement 
date. Commission revenues and related expenses for 
transactions are accrued on a trade date basis. Securi¬ 
ties and commodities owned are valued at market and 
the unrealized gains and losses are included in income. 

Securities transactions under agreements to 
resell and repurchase are financing transactions and 
are carried at the contract amounts at which the 
securities will be subsequently resold or reacquired. 

Savings and loan transactions 
Interest on loans is credited to income as earned but 
only to the extent considered collectible. Interest is 
not accrued on loans three or more months delin¬ 
quent. Loan origination and commitment fees are 
generally recognized as income when the loan is 
recorded. 

















Consumer finance revenues 

Revenues from finance installment notes are recog¬ 
nized as earned income using the rule-of-78’s. 

Mortgage banking revenues 

Fees for servicing loans for investors are recognized as 
income as the related mortgage payments are 
collected. 

1. Short-term borrowings 

To finance the purchase of securities by clients on 
margin and to facilitate the securities settlement 
process. Dean Witter incurs demand obligations at 
the brokers’ call loan rate of interest. At Dec. 31.1983 
the average cost of borrowings was 10.9 per cent. 
Borrowings consist of $376.5 million of secured loans 
(of which $186.5 million were secured by company 
collateral) and $620.6 million of unsecured loans. 

The effective interest rate on amounts 
borrowed on repurchase agreements was approxi¬ 
mately 10.3 per cent at Dec. 31, 1983. 


2. Trading account securities owned and trading 
account securities sold-not yet purchased consist of 
the following: 


millions 

December 31, 1983 



Sold-not 


Owned 

yet purchased 

United States government 



and agency obligations 

$ 567.5 

$306.8 

Money market instruments 

544.0 

9.4 

Corporate stocks and options 

278.7 

176.2 

Municipal bonds 

216.1 

1 1.0 

Corporate bonds 

150.1 

25.1 

Total 

$1,756.4 

$528.5 


3. Savings accounts by type follow: 


millions 

December 31 


1983 

1982 

Demand and passbook accounts 

Consumer certificate accounts 
$100,000 minimum certificate accounts 

$1,032.4 

1,580.6 

1,175.3 

$ 554.8 
1.363.5 
542.2 

Total 

Average annua! compounded interest rate 

$3,788.3 

9.83% 

$2,460.5 

10.08% 

A summary of savings accounts by year of maturity 
follows: 

millions 

December 31 

1983 

Demand and passbook accounts 

Certificate accounts maturing in: 

1984 

1985 

1986 

1987 

1988 and thereafter 


$1,032.4 

2,004.2 

414.6 

200.7 
38.4 
98.0 

Total 


$3,788.3 


Based on historical experience, management 
anticipates a substantial portion of maturing accounts 
will be redeposited. 


4. Related party transactions 

At Dec, 31, 1983, Dean Witter had short-term un¬ 
secured borrowings of $400.0 million from Sears, 
Roebuck and Co. at an average interest rate of 9.8 per 
cent. Sears Savings Bank had long-term debt out¬ 
standing of $225.0 million and $75.0 million at Dec. 
31, 1983 and 1982, respectively, payable to Sears, 
Roebuck and Co. at an average interest rate of 10.1 
and 7.9 per cent, respectively. 

















Sears World Trade, Inc. 
Statement of Income 


millions 

Year Ended December 31, 1983 

Revenues 

$ 79.1 

Costs and expenses 


Cost of sales 

57.1 

Selling, general and administrative 

44.5 

Total costs and expenses 

101.6 

Operating loss 

(22.5) 

Other income 

.5 

Income tax benefit 

(9.9) 

Net loss 

$(I2.I) 


Statement of Financial Position 



millions 

December 31, 

1983 

Assets 

Cash 

$ 

6.3 

Receivables 


78.1 

Inventories 


3.5 

Property and equipment and other 


13.4 

Total assets 


101.3 

Liabilities 

Accounts payable and accrued expenses 


60.5 

Short-term borrowings 


5.3 

Other liabilities 


5.4 

Total liabilities 


71.2 

Capital 

$ 

30.1 

See notes to Consolidated and Scars World Trade, Inc. financial statements. 

Notes to Summarized Sears World Trade, Inc. 

Financial Statements 




Summary of significant accounting policies 


Basis of presentation 

The financial statements of Sears World Trade, Inc. 
are reported separately for the first time in 1983, and 
include those companies of Sears, Roebuck and Co. 
which assist businesses and governments in the ex¬ 
porting and importing of products, technology and 
management services, and provide related counseling 
services. 

Effective Oct. 1, 1983, SWT acquired Price & 
Pierce (Holding Company) Limited, a British com¬ 
pany which operates as agents and brokers of timber 
and pulp, for a purchase price of $8.6 million. 

Revenue recognition 

Transactions of Sears World Trade, Inc. consist of 


those in which the company serves as principal and 
those in which the company acts as an agent. For 
principal transactions, the related sales and costs are 
included in revenues and cost of sales. For agency 
transactions, revenues include only the commissions 
earned. 

Gross trading/service volume 
Gross trading/service volume, which in 1983 
amounted to $172.4 million, represents the sales 
value of all transactions in which SWT participates 
either as a principal or an agent, and the value of ser¬ 
vices which SWT provides. 

















Sears, Roebuck and Co. 

Supplemental Financial Information Regarding Inflation (Unaudited) 


In accordance with Financial Accounting Standards 
Board (FASB) Statement No. 33 “Financial Reporting 
and Changing Prices”, the company is providing the 
following supplementary information which is an ex¬ 
perimental effort to quantify the effects of changing 
price levels. Required disclosures include selected 
financial information computed on the Constant Dol¬ 
lar Method (general inflation using the Consumer 
Price Index for all Urban Consumers) and on a 
Current Cost basis (reflecting specific price changes). 


The following data is experimental and involves 
the use of numerous assumptions and estimates. It 
must be interpreted with care in assessing the effect of 
inflation on the company. Statement No. 33 
prohibits any adjustment of historical income tax ex¬ 
pense. As a result, the effective income tax rate that 
results under the inflation adjusted data varies sig¬ 
nificantly from the company’s 1983 historical effec¬ 
tive income tax rate. 


Selected Data for 1983 Adjusted for Effects of Changing Prices 


millions in average 1983 dollars 



Net income as reported 


$1,342 

Adjustments to restate costs for the effect of changes in current costs 

Cost of goods sold 

$158 


Depreciation expense 

205 


Gain on sale of property 

24 

387 

Net income adjusted for changes in current costs 


955 

Adjustments for the difference between changes in current costs and 
general inflation 

Cost of goods sold 

12 


Depreciation expense 

(4) 


Gain on sale of property 

6 

14 

Net income adjusted for general inflation 


941 

Loss from decline in purchasing power of net monetary assets 


(47) 

Increase in current costs of assets held during the year 

Inventories 

137 


Property and equipment 

216 

353 

Effect of increase in general price level 

Inventories 

151 


Property and equipment 

283 

434 

Excess of increase in general price level over increase in current costs 


81 


The adjustments to cost of sales decreased earnings by 
$158 million and $170 million under the current cost 
and constant dollar methods, respectively. Constant 
dollar adjustment based on a general inflation rate of 
3.8 percent is greater than the current cost adjustment 
based on changes in specific prices of inventory aver¬ 
aging 3.1 per cent (according to the Bureau of Labor 
Statistics Department Store Price Index), 

During periods of rising prices, the holding of 
monetary assets results in a loss of general purchasing 
power. Similarly, holding monetary liabilities results 
in a gain of general purchasing power because the 
amount of money required to settle liabilities repre¬ 
sents dollars of diminished purchasing power. Due 
to the nature of Sears, Roebuck and Co.’s businesses, 
the company employs relatively large amounts of 
monetary assets, particularly in our insurance 


operations, and smaller amounts of monetary liabili¬ 
ties, resulting in a purchasing power loss during the 
year. 

At Dec. 31, 1983, the current cost of inven¬ 
tories was $4.1 billion and the current cost of net 
property and equipment, including rental proper¬ 
ties, was $8.1 billion. The historical net costs are 
$3.6 and $4.6 billion, respectively. 

The current cost of inventory, net property 
and equipment, and cost of goods sold has been es¬ 
timated based upon various methods including in¬ 
dexation and direct pricing. 

The current cost of depreciation has been es¬ 
timated based upon the above restatements of 
property and equipment using the same useful lives 
and depreciation methods utilized in preparing the 
historical cost financial statements. 
















Five-Year Comparison of Selected Financial Data 
Adjusted for Effects of Changing Prices 


millions, except per share data 


(Data adjusted to average 1983 dollars, except for as 
reported amounts) 

1983 

1982 

1981 

1980 

1979 

Revenues as reported 

Adjusted for general inflation 

$ 35,883 

35,883 

$30,020 

30,986 

$27,357 

29,968 

$25,161 

30,421 

$24,528 

33,665 

Net income as reported 

Adjusted for changes in current costs 

Adjusted for general inflation 

$ 1,342 

955 

941 

$861 

479 

450 

$650 

345 

231 

$610 

523 

288 

$830 

948 

618 

Net income per common share as reported 

Adjusted for changes in current costs 

Adjusted for general inflation 

$ 3.80 

2.70 

2.66 

$2.46 

1.36 

1.28 

$2.06 

1.09 

.73 

$1.93 

1.65 

.91 

$2.60 

2.96 

1.94 

Net assets at year end as reported 

Adjusted for changes in current costs 

Adjusted for general inflation 

$ 9,787 
13,724 
13,324 

$ 8,812 
13,000 
12,336 

$ 8,269 
12,881 
12,454 

$ 7,665 
12,761 
12,576 

$ 7,446 
13,035 
12,937 

Excess of increase in general price level over increase in 
current costs 

81 

92 

60 

290 

1,091 

Gain (loss) from decline in purchasing power of net 
monetary items 

( 47 ) 

11 

(104) 

(173) 

(239) 

Cash dividends declared per common share 

As reported 

Adjusted to year end 1983 dollars 

$ 1.52 

1.52 

$1.36 

1.40 

$1.36 

1.49 

$1.36 

1.64 

$1.28 

1.75 

Book value per common share at year end 

As reported 

Adjusted to year end 1983 dollars 

$ 27.60 

27.60 

$25.08 

26.03 

$23.77 

25.63 

$24.32 

28.56 

$23.44 

30.94 

Closing market price per common share at year end 

As reported 

Adjusted to year end 1983 dollars 

$ 37,125 

37.125 

$30,125 

31.27 

$16,125 

17.39 

$15,375 

18.06 

$18.00 

23.76 

CPI-U (1967=100) 

Year average 

End of calendar year 

298.4 

303.5 

289.1 

292.4 

272.4 

281.5 

246.8 

258.4 

217.4 

229.9 















Sears, Roebuck and Co. 

Shareholder Investment Information 


Common Stock Market Information 
(Unaudited) 

First Quarter Second Quarter Third Quarter Fourth Quarter Year 



1983 

1982 

1983 

1982 

1983 

1982 

1983 

1982 

1983 

1982 

Market price per share 











High 

36% 

19% 

43% 

20% 

45% 

24% 

42% 

32 

45% 

32 

Low 

27 

15% 

33 

18% 

35% 

18% 

36% 

22% 

27 

15% 

Closing 

35% 

19 

41% 

19 3 /g 

36% 

22% 

37% 

30% 

37% 

30% 

Price/earnings ratios (high-low) 









12-7 

13-6 

Dividends per share 

.38 

.34 

.38 

.34 

.38 

.34 

.38 

.34 

1.52 

1.36 

Dividend payout per cent 









40.0 

55.3 


Stock exchange listings 
New York 
Midwest, Chicago 
Pacific, San Francisco 
London, England 


Ticker symbol—S 
Switzerland: 

Basel 

Geneva 

Lausanne 

Zurich 


Dividends 

The payment of future dividends to shareholders is 
dependent on business conditions, income, the cash 
requirements of the company and other factors (see 
note 10, page 46). The Finance Committee reviews 
these factors and recommends changes to the Board 
of Directors. The board determines dividends per 
share of common stock which are consistent with 
earnings and the financial condition of the company. 
Cash dividends have been paid on common shares in 
every year since 1934. During the past 10 fiscal years, 
Sears, Roebuck and Co. annual dividend payments 
have ranged from 36.7 per cent to 70.8 per cent of net 
income. 


Shareholders 

Shareholders as of Nov. 30, 1983, record date for the 
January, 1984 dividend, are as follows: 


Type of 
shareholder 

Number 
of share¬ 
holders 

Number of 
shares 

Average 

per 

share¬ 

holder 

Per 
cent of 
total 
shares 

Individuals 

Women 

135,628 

46,642,508 

344 

13.2 

Men 

102,371 

42,748,624 

418 

12.1 

Joint tenants 

66,616 

18,793,140 

282 

5.3 

Bank nominees 

1,399 

151,723,764 

108,452 

42.8 

Investment 

organizations 

30,964 

10,997,471 

355 

3.1 

Brokers 

207 

12,850,280 

62,079 

3.6 

Corporations 
and firms 

1,390 

1,616,195 

1,163 

.5 

Other 

1,068 

2,204,358 

2,064 

.6 

Employees’ 

Profit 

Sharing 

Fund 

1 

66,781,470 


18.8 

Total 

339,644 

354,357,810 


100.0 












Sears, Roebuck and Co. Directors and Officers 


Directors 


Edward R. Telling! Chairman of the Board and Chief Executive Officer r, 2 .5*. 6, 7. 

William O. Beers Former Chairman of the Board and Chief Executive Officer, Kraft, Inc. 1, 3, 4*, 5. 
Archie R. Boe$ President 

Edward A. Brennan Chairman and Chief Executive Officer, Sears Merchandise Group 1 ,2. 

Albert V. Casey Chairman and Chief Executive Officer, AMR Corp. 2 , 4, 6, 7.* 

Donald F. Craib, Jr, Chairman and Chief Executive Officer, Allstate Insurance Group 1 , 2 . 

E. Mandell de Windt Chairman of the Board and Chief Executive Officer, Eaton Corporation 3 *, 4, 5 . 
Robert M. Gardiner Chairman and Chief Executive Officer, Dean Witter Financial Services Group 1 ,2. 
Richard M. Jones Vice Chairman of the Board, Chief Financial Officer 1 , 2 *, 1 . 

Sybil Collins Mobley Dean of School of Business and Industry, Florida A&M University 4,6, 1 . 

Norma Pace Senior Vice President, American Paper Institute, Inc. 2 ,4, 6*, 7 . 

C. Wesley Poulson Chairman and Chief Executive Officer, Coldwell Banker Real Estate Group 1 . 2. 
Nancy Clark Reynolds President, Wexler, Reynolds, Harrison & Schule, Inc. 4, 6. 

Clarence B. Rogers, Jr. Senior Vice President and Group Executive—Information 

Systems Group, IBM 2 .3. 4,6. 

Julius Rosenwald II Business Consultant 1 . 4.6. 

Donald H. Rumsfeld! President and Chief Executive Officer, G. D. Searle & Co. 

Edgar B. Stern, Jr. Chairman of the Board and President, Royal Street Corporation 1 ,2,3,5. 


Committee Assignments Key: 

1. Member of Executive Committee 

2. Member of Finance Committee 

3. Member of Compensation Committee 

4. Member of Audit Committee 


5. Member of Nominating and Proxy Committee 

6. Member of Public Issues Committee 

7. Member of Pension Funds Committee 
* Chairman of Committee 


Corp orate Office rs__________ 

Edward R. Telling! Chairman of the Board and Chief Executive Officer 
Archie R. Boe! President 

Richard M. Jones Vice Chairman of the Board and Chief Financial Officer 

Henry D. Sunderland Senior Vice President, Corporate Administration 

Randolf H. Aires Vice President, Governmental Affairs 

Robert F. Gurnee Vice President and Corporate Treasurer 

Gene L. Harmon Vice President, Corporate Public Affairs 

Charles W. Harper Vice President and Secretary 

Philip M. Knox, Jr. Vice President and Corporate General Counsel 

Charles F. Moran Vice President, Corporate Planning 

David P. Norum Vice President, Corporate Taxes 

William E. Sanders Vice President, Corporate Personnel and Employee Relations 
R. Ben Skelton Vice President and Corporate Comptroller 

Management Changes! 

Mr. Archie R. Boe retired as a Director and President of Sears, Roebuck and Co. effective Feb. 14, 1984. At 
that time, Mr. Edward R. Telling, Chairman of the Board and Chief Executive Officer, was elected to the 
additional office of President. Mr. Donald H. Rumsfeld has been on leave of absence as a Director of the 
company since Nov. 3, 1983 while serving as the President’s personal representative to the Middle East. 


Printed in U.S.A. 








Annual Meeting 

The annual meeting of the shareholders of Sears, 
Roebuck and Co. will be held in the Sheraton- 
Park Central Hotel at 12720 Merit Drive, 
Dallas, Texas 75251, on Monday, May 21,1984 
at 9:30 a.m., Dallas time. 

Registrar 

Morgan Guaranty Trust Company of New York 

Auditors 

Touche Ross & Co. 

Chicago, Illinois 

Investor Information 

This annual report contains selected information 
included in the company’s 1983 annual report on 
Form 10-K filed with the Securities and 
Exchange Commission. 

The following are available upon 
request, without charge: 

• 1983 Sears, Roebuck and Co. 10-K report; 

• audio-cassette tape of the company’s 1983 
annual report for use by the visually impaired; 

• a copy of the annual report of The Sears- 
Roebuck Foundation. 

Inquiries and requests regarding 
the annual report and other materials should be 
addressed to: 

R. P. Greer 
Assistant Treasurer 
Department 962 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-1466 



Transfer Agent/Shareholder Records 

For information or assistance regarding 
individual stock records, transactions, dividend 
reinvestment accounts, dividend checks or stock 
certificates, contact: 

Morgan Guaranty Trust Company of New York 
Stock Transfer Department 
30 West Broadway 
New York, NY 10015 
Phone: 212-587-6467 
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Sears, Roebuck and Co. and Consolidated Subsidiaries 

Sears Tower. Chicago, Illinois 60684 


